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OPERATIONS 
Amounts available for obligation 


1951 actual | 1952estimate | 1953 estimate 


Appropriation or estimate $1, 750, 000 $11, 195, 000 $32, 000, 000 
Proposed supplemental due to pay inerease 406, 000 ; 
Available from subsequent year appropriation 2, 000, 000 ‘ 
Available in prior year . —2, 000, 000 
Reimbursements from other accounts 17, O85 
Total available for obligation : 1,767,085 | 13,601,000 | 30, 000, 000 
Unobligated halance, estimated savings —45, 427 ’ 
Obligations incurred 1,721,658 | 13,601,000 30, 000, 000 


Comparative transfer from— 
**Emergency fund for the President, national defense”’ 
“Salaries, expenses, and grants, National Heart Institute, 
Public Health Service” 600, 000 800, 000 


1, 831, 000 


Total obligations , 4, 152, 658 14, 401, 000 30, 000, 000 


Obligations by activities 








Description 1951 actual | 1952 estimate 1953 estimate 

1. Attack warning | $23, 285 | $485, 530 | $590, 000 
2. Communication } 270, 676 1, 635, 995 1, 580, 000 
3. Supply service. - i . 42, 802 | 767, 387 6, 000, 000 
4. Trainin Si 395,955 | 1, 422.090 | 2. 160, 000 
5. Techniesl guidance to States and municipalities 242, 569 2, 000, 839 | 6, 500, 000 
6. Health end special weapons defense 665, 875 | 1, 681, 562 | 2, 60), 000 
4. Publie information. _- P ‘ . 680, 261 2, 456, 925 | « 5, 375, 000 
8. Keseurch 442, 84° 538, 740 2, 805, 000 
9. Executive direction... . ‘ 1, S88, 388 3, 411, 982 2, 590, 000 
Total obligations : ; ; 4, 152, 655 14, 401, 000 30, 000, 000 
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Obligations by objects 
Object classification 1951 actual | 1952 estimate} 1953 estimate 
Tota) number of permanent positions.......................-- 555 1,350 vin 
Full-time equivalent of all other positions___._.___..._.._._..- 19 "94 1, m 
Average number of all employees... ................-......-.- 228 1, 018 1. B57 
Average Salaries and grades: ie 
General a —— 
Average salary. ‘ $5, 507 $6, - 
TE A G889|  GS-104 ae? 
Crafts, protective, and custodial Oe 2 
Averave salary..-...........- $2, 412 $3, 051 $3, 023 
DT | ee re ee) aE CPC-3.2 CPC-5.1 CPC-4.9 
01 Personal services: ae 
ermanent positions...................----.-----.---- $1, 126, 742 , 209, 000 
Part-time and temporary »ositions____._-_.......___- 137, “ 212, 000 $10, Shen 
Regular pay in excess of 52-week base -__.__- AH eda 28, 000 40, 000 
Payment above basic rates... --..........--.--..----. 37, 653 120, 000 120, 000 
Payment to other agencies for reimbursable details. 17, 711 41, 000 90; 000 
Fotal personal services.................-------- 1,320,080} 6,610,000 | 10, 650, 000 
ee alin apsicensocnuvossoeuiidsdsenk 126, 969 627, 1, 166, 766 
03 Transportation of things-_....~...----- pen yesweiiinwesdineg 9, 023 58, 175 405, 100 
04 Communication services_--_.-.....-.-..- ER eo Oy te. 38, 979 167, 500 311, 400 
05 Rents and utility services.........-...---.------------ 5, 262 420, 250 2, 888. 791 
06 Printing and reproduction. --.-....-...-.-.---.------.---- 442, 798 1, 045, 450 3, 246, 500 
07 Other contractual services -- . .-...-~-- <nie beeen ea 1, 145, 831 2, 607, 485 8, 807, 520 
Services performed by other agencies___.----.-.-- kes 218, 982 793, 740 1, 265, 000 
08 Supplies and materials-.--..........---.------------------- 99, 707 273, 350 206, 916 
© Equipment-____._--_..---- Rdlicy Silciyenatripgivsie auc ige —aguonpaly 740, 202 1, 774, 350 1, 034, 007 
ase ie WOE Nn os on ns nee ckewnc sess 4, 825 8, 700 12, 000 
Uavonchered wavcepdcnsnwennenseceda + sens mknasens eens assess f-onenenbesaeds 6, 000 6, 000 
RE SEE CRE LEE EE Ow Sees ieee ORS SSS Se 4, 152, 658 14, 401, 000 30, 000, 000 
Analysis of erpenditures 
1951 actual | 1952 estimate | 1953 estimate 
Unliquidated obligations, start of year-.--.-.-.-..-.-.---------|---.--.------- $1, 560, 817 $2, 161, 817 
Obligations incurred during the year... .......-.---------.--- $1, 721, 658 13, 601, 000 30, 000, 000 
1, 721, 658 15, 161, 817 32, 161, 817 
Deduct: : 
Reimbursable obligations. -.-.......----.------------------ Pf AREER, A Sl one 
Unliquidated obligations, end of year-.-...........--.-....-- 1, 560, 817 2, 161, 817 3, 161, 817 
seis sa rciceb ness vubascaiweens 143, 756 13, 000, 000 29, 000, 000 
Expenditures are distributed as follows: 
Out of current authorizations... ..........--------.-- Sin 143, 756 11, 048, 783 26, 838, 183 
i rene oens can ntenanesteeaslasess cles sinan 1, 560, 817 2, 146, 217 
Out of anticipated 1952 supplemental for pay increases -- -| doipakenmmatae 390, 400 15, 600 
FEDERAL CONTRIBUTIONS 
Amounts available for obligation 
1951 actual | 1952 estimate | 1953 estimate 
Ampepetiotion oe ettimate...- 5 245... 5.+4--.---.--.--.-.----- $25, 000, 000 $7, 750, 000 $50, 000, 000 
Prior yeor balance available____.--- Lp EAR SARC Gr 25, 000, 000 |... 
Available from subsequent year appropriation... cnncetedapnnbintakasennnte =f ean 
Available in prior year- nwidhihign EE See rT Serer es RE Se —6, 300, 000 
Total available for obligation........................---| 25,000, 000 39, 050, 000 43, 700, 000 
Balance available in subsequent year...................---.-.| —25, 000,000 |_........--.2-}---.2-.-- 
RE SE ee Cee ay ee pe eae, tee RAT TN Fe 39, 050, 000 43, 700, 000 
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Obligations by activities 









































































Description 1951 actual | 1952 estimate | 1953 estimate 
eS RTE SEATS: SR SAS eR OST Aa $3, 000, 000 $4, 750, 000 
er i ., cacmnmimnnansiomemneimnes 1, 500, 000 , 980, 000 
3. Fire-fighting services............- 7, 050, 000 16, 870, 000 
4. Rescue services..........-..-..- 2, 500, 000 11, 100, 000 
5. Medical supplies and equipment. 20, 000, 000 j|....-..-_-.-_- 
a inicinackclivwcicwinecucnsmeslonadsuweackin 39, 050, 000 43, 700, 000 
Obligations by objects 
1951 actual | 1952 estimate | 1953 estimate 
| | j 
| | | 
11 Grants, subsidies, and contributions.___.._.............-|--..---------- | $39, 060,000 | $43, 700, 000 
i 
Analysis of erpenditures 
Ba as Ta 
| 1951 actual | 1952 estimate | | 1963 estimate 
Unliquidated obligations, start of year.....................--- b> = ar ana | PORE IE SE | $29, 050, 000 
Obligations incurred during the year_.._-....-......---- se | $39, 050,000 | 43, 700, 000 
FORECAST OO |..........-...| 39,050,000 | 72, 750, 000 
Deduct ‘unliquidated obligations, end of year. .-...-.........- | SR | 29, 050, 000 | 22, 750, 000 
Total expenditures... aa S aaa oT 50, 000, 000 
Expenditures are distributed as ‘follows: | | 
Out of current authorizations. --_-........-...-----...---. Se ba width wratinctale 21, 950, 000 
Out of prior authorizations_- See G Gn eke aokA wha <buekaeve ocak ' 10,000, 000 | 28, 050, 000 
| } | 
EMERGENCY SUPPLIES AND EQuiIPpMENT 
Amounts available for oe 
Sees, ee nmanareys peaporrsces ee ee 
| 1951 actual | 1952 estimate | 1953 estimate 
Appropriation or estimate: . ... su... 2... no cece eee Sw memabicueci $56, 000, 000 | $243, 000, 000 
Available from subsequent year appropriation _.............-- Ea Ras. 15, 500, 000 | |----2-------~- 
Available in prior year..........._- Me ree Se ghee td | Lah ER RaQ hs | —15, 500, 000 
Obligations incurred...........-----.------------------- | ~ 5 haagall | 71,500,000 | 227, 500, 000 





Obligations by activities 
































| 
| 1951 actual | s002 estimate | 1953 estimate 
1. Medical supplies and equipment_.....-....................]---..-2-2-2--- $50, 000, 000 | $193, 000, 000 
SR ec aR aa) RE EE eee ee BR ee 1, 000, 000 20, 000, 000 
Ne cla iui anebeaeuceentecusaeusaaee 20, 500, 000 14, 500, 000 
I i eee 71, 500,000 | 227, 500,000 

ed | 

Obligations by objects 

Object classification 1951 actual | 1952 estimate | 1953 estimate 
07 Other contractual services $500, 000 $1, 965, 000 
08 Supplies and materials_... 46, 850, 000 147, 547, 000 
09 Equipment-_-__.......... 24, 150, 000 77, 988, 000 
Sn: SNE TELA ET TEES ACO AE. a 71, 500,000 | 227, 500, 000 
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Analysis of waecaaccnctceesed 








| 1951 actual | 1952 estimate | ts 1953 estimate 





Unliquidated obligations, start of year. oii Z | i neleceeiaalet $65, 500, 000 


Te 
Obligations incurred during the year wonsnnes| $71, 500,000 | 227, 500, 000 


a Ps ‘ae ‘send cidesacc eames 71, 500, 000 | 293, 000, 000 








Deaeel ‘anliquidated obligations, ON 8 FORE ink ccc ciceccnicnsliscaicntiw 500, 000 | 93, 000, 000 
Total expenditures. __- : Be Ms 000,000 | 200, 000, 000 
Expenditures are distributed as follows: ’ 
Out of current authorizations. - ret eee . 5 eer ieee 6,000,000 | 140, 000, 000 
Out of prior authorizations ; aid ‘4 60, 000, 000 





Prorective FaciLiries 


Amounts available for obligation 





| | j 
1951 actual | 1952 estimate | 1953 estimate 





Appropriation or estimate. ..._............-...--....-- -atvhcuaee eas slancekss $250, 000, 000 
Available from subsequent year appropriation : BRS Es a Lecmeshont i nae as oes 
Available in prior year____-- nee FG GER ES SR F P2 —}, 500, 000 


Obligations incurred... .- eS PROC ES 6, “500, 000 243, 500, (C00 





Obligations by activities 











1951 actual | 1952 estimate | 1953 estimate 
ten peterereitineenietnlarseirce geese mites 
al et Ae et me | verewanwhie $6, 500, 000 $243, 500, 000 
| 
Obligations by objects 
mates FS TRE RT on wee re 
| 1951 actual 1952 estimate | 1953 estimate 
11 Grants, subsidies, and contributions ee Oe oe | aS GLE) | $6, 500,000 | $243, 500, 000 
| 
Analysis of expenditures. 


1951 actual | 1952 estimate | 1953 estimate 


Unliquidated obligations, start of year. ..............-.-..2-2-}...--..------- eR at $6, 000, 000 
Obligations incurred during the year__.......-- OEE ES ss sad instore $6, 500, 000 243, 500, 000 
BREE Analy engNe es eae OG Ane ST) 5, spulbesabtoatsibuenbs cdi 6, 500, 000 249, 500, 000 
Deduct unliquidated obligations, end of ye MEATS AS FSC RA RA SS | 6,000,000 | 199, 500, 000 
TE CR <n iccmceccacceccnces LEN pocananheiinill 500, 000 | 50, 000, 000 
Expenditures are distributed as follows: 
Out of current authorizations -__.........-- anbogentuvadeldanntmitiaes ; 500, 000 | 44, 000, 000 


i nee clncebantypnwendcsunenlaswane wien a Aa | 6, 000, 000 
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Civit Derense ProcurEMENT FunpD 


Amounts available for obligation 





1951 actual | 1952 estimate | 1953 estimate 





Appropriation or estimate __. aetienasd 5, 000, 000 | x | sce 000, 000 

‘A evilable from subsequent year ‘appropriation... ins dhhd odie <aheee es ad _ $15,000, 000 | yee ail 

Available in prior year-.__- afondpioete 3 —15, 000, 000 
Obligations incurred........-.........-.. ari 5, 000, 000 | 15, 000, 000, 000 TF 10, 0 000, 000 





Analysis of expenditures 





1951 actual 1952 estimate 1953 estimate 








Obligations incurred during the year $5, 000, 000 $15, 000, 000 | | $10,000, 000 
Expenditures out of current authorizations (invested in re- 
volving fund) -- BS TS EA ae : ad 5,000,000 | 15, 000, 000 10, 000, 000 





Mr. Cannon. Gentlemen, we take up the appropriation for civil 
defense. We will be glad to have a statement now by Governor 
Caldwell in support of the estimate. 

Governor Caldwell. 


GENERAL STATEMENT 


Governor CALDWELL. Mr. Chairman and gentlemen, we are here 
for two purposes: First to report to you what the Federal Civil De- 
fense Administration has accomplished with the funds appropriated 
last year by the Congress for the national civil defense program. 
Second to explain why funds are needed in the fiscal 1953 program 
and how we propose to use them in bolstering the Nation’s civil- 
defense program. 

In our last appearance before this committee we stressed the urgent 
need for civil defense strong enough to fill a dangerous gap in America’s 
total security program. Your committee and the Congress recog- 
nized the necessity for most of FCDA’s programs and allotted some 
money to each. We were not successful, however, in explaining to 
your committee the urgency involved or the lead time necessary to 
put a sound civil-defense program in place. 

With the funds voted last year, FCDA has been able to make a 
sound but modest start in meeting the grave responsibilities sliced 
on the Agency by the Congress in the Federal Civil Defense Act of 
1950. 

In that act, the Congress itself recognized the vital role of and need 
for civil defense in the Nation’s total security program. The shadows 
of war that compel America to invest billions of dollars in military 
forces and weapons, in the North Atlantic Treaty Organization, and 
the Mutual Security Assistance Program, are the same shadows of 
war that prove the need for rapid development of a sound and ade- 
quate alt deteues program for two purposes: (1) to be a major factor 
in helping keep the peace; (2) to protect lives, property, and produc- 
tion in case war does come. 
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Our top security planners and military experts recognize that today’s 
inadequate civil-defense program creates a dangerous imbalance in the 
total defense structure. 

The place of civil defense in our total security program has perhaps 
been best stated by two Secretaries of Defense. 

Last fall, Gen. George C. Marshall, then Secretary of Defense, 
testified to the members of the Senate Armed Services Committee: 

I have consistently advocated a strong civil defense for this Nation as an urgent 
and continuing necessity. I consider that the build-up of civilian capabilities in 
this field is essential not only from a humanitarian standpoint but as a military 
necessity. 

His successor, Robert A. Lovett, in testifying before that same 
committee of the Congress said flatly: 

Civil defense is a partner and a coequal partner with the military in the defense 
of the Nation. 

To date, the civil-defense program has not experienced that coequal 
status with the military program. 

A national civil defense program coequal with the military does not 
require coequality of investment by the Congress. Far from it. In 
this critical and urgent period, the Nation’s civil-defense program is 
starting far behind that of both military and industrial mobilization. 
Despite that, the civil-defense program for 1953 requires less than 
1 percent of the Federal funds which the Congress has invested in 
military-preparedness programs since Korea. 

It must be obvious that the real threat of total war, which this 
Congress daily recognizes, must be met by total preparedness: But 
civilian and military preparedness must move together. Both are 
necessary. Neither can win a war by itself. Yet military prepared- 
ness today is far advanced in contrast with civil-defense preparedness. 

While Congress has invested little in civil defense to date, the re- 
turns have been high. Here are a few high lights of civil-defense 
progress in a single year: 


INDIVIDUALS ENROLLED 


More than 3 million American people have enrolled in civil defense. 
Training is under way. These volunteers believe in civil defense and 
are willing to make personal sacrifices for it. 


ORGANIZATION 


Every State, Territory, and hundreds of cities, large and small, have 
designated civil-defense directors and are developing operating civil- 
defense organizations. All States but one and all Territories have 
civil-defense legislation. The one exception is operating under an 
Executive order. 

PUBLIC KNOWLEDGE 


Eighty-seven percent of the people in our major cities know a few 
of the simple things that must be done to protect themselves under 
atomic attack. This knowledge is the result of information given 
them through newspapers, radio, television, magazines, advertising 
and other media, and public-service activities by industry and organ- 
izations. Stimulating this has been the circulation by cities and 


critica witb callings sw beta eS ab ps8 
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States of over 50 million copies of nine official civil defense public 
education booklets and leaflets, primarily at local or private expense. 

We estimate that 20 million students have learned something about 
civil defense in the schools. Nearly a million civil-defense articles, 
stories, and items have appeared in the press and periodicals, and over 
8,000 hours of broadcast time have been contributed to civil defense 
by radio and television. 

The knowledge gained by the public in civil defense self-protection 
in the past year would save thousands of lives today if Russian bombs 
were dropped on our cities. What’s more, virtually all of what 
FCDA is telling the public about self-protection in wartime will save 
lives in peacetime. 

TECHNICAL INFORMATION 


Over 2,600,000 copies of 25 administrative guides and manuals have 
been prepared and distributed by FCDA for the technical guidance of 
State and local civil-defense organizations. 


FEDERAL TRAINING 


Over 2,500 civil-defense personnel from every State and Territory 
have attended the Federal civil defense staff college and three 
technical training schools which were authorized by the Congress in 
Public Law 920. Some 200 cities have been represented in attendance 
at the regular courses of these schools. “Many students came from 
labor, civic and industrial organizations, and the key agencies of 
Government. Seventeen civil-defense officials have attended from 
Canada and four from England. Applications are being received 
regularly from other countries. 


STANDARDS 


We have set the basic standards and job specifications for personnel 
and materials needed in civil defense. We have determined require- 
ments both in manpower and equipment for the basic phases of civil- 
defense operations. 

We know what is needed and in what quantity, how it can be 
acquired and at what cost. In other words, we know our goals. 
We know how to reach them through plans coordinated with the 
military and other Federal agencies, with the States and with their 
subdivisions. 

ATTACK WARNING 


The attack-warning system can now send an air-raid alert from 
USAF air-defense control centers to 174 key point stations throughout 
the country in-less than 2 minutes. 


CONTRIBUTIONS PROGRAMS 


A total of $32,750,000 was allowed by the Congress for six programs 
in which the Federal Government and the States match funds. For 
medical supplies, FCDA had $20,000,000; for training and education, 
$5,000,000; for attack warning, $3,000,000; for communications, 
$1,500,000; for fire fighting, $2,250,000; and for rescue, $1,000,000. 
Each program with the exception of medical supplies has been matched 





8 


by the States and political subdivisions and the Federal portions have 
been obligated. The States have not been able to match the funds 
available for medical supplies within the time prescribed. 

Last year’s hearings disclosed this committee’s interest in the local 
and State demand for programs of this sort. The chairman repeatedly 
asked the question: “How many requests have you received for this 
kind of equipment?’ Our answer then was ‘none’ because no 
appropriation had been made by the Federal Government. Our 
experience this year confirms our belief that once the Federal Govern- 
ment makes funds available, the States and cities will come forward 
with their share. By July 1 of this year we will have obligated all of 
our current contributions appropriations. 


FEDERAL RESERVE STOCKS 


$50 million was voted by the Congress for FCDA stockpiling of 
medical supplies and equipment and $6 million for stockpiling engineer- 
ing supplies. To this was added a balance of nearly $8 million from 
the medical matching program. ‘To date, $63 million in purchase 
authorizations have been issued by FCDA for these supplies which 
will be stocked in Federal warehouses, so located as to serve several 
critical target areas at the same time. All civil-defense procurement 
is coordinated with other Government purchasing. This has pre- 
vented competition for scarce items and has resulted in substantial 
savings. 

APPROPRIATIONS 


States and cities have appropriated $183 million for civil defense. 
This is $75 million more than the total Federal appropriation to date. 


FEDERAL AGENCIES 


Substantial progress has been made by Federal Civil Defense Ad- 
ministration in the coordination of its activities with those of other 
Federal agencies. ‘This is in keeping with the directive of Congress 
to make maximum use of existing facilities in the Federal establish- 
ment and to avoid duplicating or paralleling the activities of other 
Federal agencies. This planning is aimed at insuring the continuity 
of essential functions of Government in case of attack. 

These high lights are only a part of the sound national progress in 
civil defense. We have moved toward a state of readiness at Federal 
State, and local levels. The first annual report of the Federal Civil 
Defense Administration, recently forwarded to the Congress by the 
President, will provide details. 


USE OF 1953 FUNDS 


With the funds requested for 1953, we will extend the business of 
getting people and things ready to cope with emergencies. 

1. We will intensify the public-education program and step up 
volunteer recruitment. 

2. We will intensify the multiplier principle of training civil-defense 
workers and develop field exercises to test organizations aad methods. 

3. We will continue technical guidance to States and localities as 
new scientific information becomes available. 





{ 
s 
: 
: 

















ee 






9 


4, We will increase our State of national readiness in civil-defense 
organizational equipment from 11 percent to 41 percent. 

5. We will expand our stockpile of emergency supplies from approxi- 
mately 8 percent to 40 percent of our minimum requirements. 

6. We will help build a national reserve of blood plasma for military 
and civilian use. This will be accomplished in full and close coopera- 
tion with the Department of Defense and the American Red Cross. 

7. We will complete essential research projects, such as atomic tests 
of typical American structures and the development of materials and 
devices that offer protection against atomic, biological, chemical, and 
radiological attack. 

8. We will complete shelter surveys in major cities and match funds 
with the States for the minor modification of existing structures to 
provide shelter for more than 15 million people 

In submitting FCDA’s Annual Report to the President, I said: 

A sound civil-defense organization will cost relatively little money and effort. 
A fractional part of 1 percent of the money expended for military purposes and 
an insignificant amount of time of the individual citizens is all that is required. 
The results will assure both our safety in war and will be of great service in 
coping with peacetime disaster. 

Take a brief look at comparable costs and observe how much essen- 
tial material needed for civil-defense purposes throughout the Nation 
is available at little or no cost to the Federal Government and to the 
taxpayer. Billions of dollars’ worth of this necessary civil-defense 
equipment is now in existence. The big job in civil-defense utilization 
of it is to inventory, tag, and organize it for civil defense through 
State and local civil-defense authorities. This represents the great 
bulk of the materials needed to do this job. FCDA is requesting 
funds from the Congress only for those few things which do not now 
exist in sufficient quantity to meet wartime disaster needs. 

In the category of transportation equipment there is a national 
investment of approximately $60 billion, much of which is now being 
organized for essential civil-defense use. We need nothing more than 
the salaries and travel of a few people to coordinate the civil-defense 
utilization of existing transportation facilities. “ff 

<ngineering and construction equipment totaling about $15 billion 
is potentially available. We need only certain items of special equip- 
ment, an amount equal to two-tenths of one percent of the total invest- 
ment. 

In communications, FCDA’s 1953 request is even proportionally 
smaller—less than one-tenth of 1 percent of the total equipment 
value of $13 billion. This is to provide the tie-in links to build the 
existing fire, police, amateur, and other emergency radio systems into 
an effective civil-defense emergency network. 

Our biggest request in proportion to the national investment is in 
the field of fire-fighting equipment. This year we are asking for funds 
to build up the existing national investment in this field of $725 
million by 3 percent. Based on existing information, this will bring the 
Nation up to a 90-percent degree of fire-fighting readiness. 

In attack warning and rescue, we must start from scratch because 
little equipment designed for those purposes is found in normal use. 
A small and nonrecurrent outlay is required. Other services—such 
as police, wardens, and staff—are locally supported and make maxi- 
mum use of facilities that exist now within communities. 
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I must again stress the importance of one program emphasized by 
the Civil Defense Act, but which has to date received no support— 
the shelter program. You have questioned the need for it. orld 
War II proved that a realistic shelter program will save many lives. 

At the atomic-testing ground in Nevada, I recently saw a dramatic 
demonstration of the part that shelter plays in saving lives. Our 
troops, less than 4 miles in flat, open country from ground zero, were 
unharmed—because they were in simple shelters—mere foxholes. 
We cannot dig fox holes in city streets, but we can do the next best 
thing. We can locate or prepare simple, inexpensive shelter for 
30,000,000 Americans who will need it if an attack comes. 


PROPOSED PROGRAM 


Our proposed program is in three parts: First, engineering surveys 
to locate and mark adequate existing shelter and to identify buildings 
which can be made adequate by practicable modifications, second; 
the completion of the modifications indicated by the surveys; third, 
the construction of simple group shelters—not mass shelters—to 
meet the deficiency. 

For this year we propose that $250 million in Federal funds, to be 
matched equally by States and localities, be invested in this realistic 
shelter program. The amount covers the first and second phase and 
will provide shelter for more than 15 million people. 

Most people in congested areas today do not have a place to go for 
shelter when the air-raid sirens sound. The outlay for this kind of 
limited, realistic shelter program is very small in relation to its proven 
life-saving capabilities. 

There is a major value in adequate civil-defense preparedness which 
must not be overlooked. Without preparedness on the home front, 
we invite attack. With such preparedness, civil defense can help 
prevent a war from starting. 

A strong civil-defense preparedness program, like a strong military 
preparedness program, is not just a shield but a sword. Real civil- 
defense preparedness can actually help hold the enemy at bay. If 
the enemy knows that he can demoralize us by an all-out attack on 
the home front; if he knows that we ere not prepared for it; if he 
knows that our civil-defense system is ill-manned, ill-trained, and ill- 
equipped, this is a direct invitation to launch an all-out attack on our 
people and on our cities. 

But, if Russia knows that millions of Americans are well-trained 
and organized and ready to move into action when the attack comes; 
if Russia knows that we have thousands of trained rescue squads and 
tens of thousands of wardens and millions of Americans trained in 
first aid; if Russia knows we have an adequate stockpile of medical 
supplies and equipment, then Russia, or any other enemy, will think 
twice before launching an attack on this country. 

The military economics of this real deterrent value of civil defense 
are simple. The stronger we are in America in civil defense, the more 
Russian atomic bombs it will take to do the damage to our cities that 
the enemy must inflict in order to win a war. : 

Consequently, a strong national civil-defense program in being 
actually cuts down sharply the effectiveness of the enemy’s stockpile 
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of atomic bombs and his stockpile of other modern weapons such as 
germ and gas warfare. ; oh 

Said quite simply, a strong American civil-defense program forces 
Russia to build two atomic bombs instead of one. 

No other as of our total security program is more directly 
effective in slashing the size of the Russian stockpile than an adequate 
civil-defense program. 

A strong civil defense stands side by side with our Armed Forces as 
a major deterrent to enemy attack on this country. This makes civil 
defense, if we have it—and we do not now have it—a major investment 
in helping keep the peace and in preventing World War III. 

Civil defense’s position as a strong deterrent to war is not our view 
alone. It was initially determined in the findings and recommenda- 
tions of the National Security Council for the President after a most 
careful study of the status of our total national-security program. 

There is another value in civil defense which is becoming more. 
apparent by the day—its peacetime use in natural disasters. 

There have been many instances over the past 18 months where the 
organization and training for civil defense in wartime have paid great 
dividends in meeting the peacetime disasters. 

As an example, I should like to quote a recent report made by the 
distinguished war correspondent and radio-T'V commentator, Mr. 
Edward R. Murrow, on the Columbia Broadcasting System, April 
18, 1952, Mr. Murrow covered the Missouri flood situation in the 
Omaha-Council Bloffs area, i eluding a bird’s-eve view from a Cezst 
Guard helicopter. [Reading:]} 

For 2 days, almost everyone I have talked to has said the key to this whole 
business, the reason we raised 13 miles of levees 3 feet in 6 days, the reason we 
evacuated the people so smoothly, the reason there was no declaration of martial 
law, the reason for almost everything came back to the civil-defense organization. 

I think it may be the real story of this struggle. The civil-defense people here 
didn’t just make plans to deal with a bombing attack. They trained four battel- 
ions of auxiliary firemen. They told people how to put out little fires before 
they become big ones. They trained 400 auxiliary police; minimum training 

riod, 40 hours. Those are the men who have been handling traffic. The estab- 
‘ished police force couldn’t have done it. : 

Civil defense tried to train at least one person in each home in a matter of first 
aid, and the safety record in the incredible operation is magnificent. 

Today there are 36 States which have natural-disaster laws per- 
mitting their civil-defense forces and materials to be used in peace- 
time disaster. Other States wil) adopt such dual-purpose legislation. 
The day is not far off when civil-defense forces in our States and cities 
will be the primary factor in handling natural disasters. 

In summary, I hope we have made plain to you why the need for 
adequate civil defense now is as critical as any our country has eyer 
known. 

In all areas of America’s total security program, except civil defense, 
the Congress has given evidence that it recognizes the real Russian 
threat which faces us. 

Our military leaders have emphasized time and again that, in the 
face of modern weapons of mass destruction, military measures alone 
cannot stop attack on our cities or keep our vital industries from 
being bombed and our people from being killed. 

_ This Nation must have an adequate civil-defense program in being 
if we hope to keep the peace. If war does come despite all our efforts, 
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then America must have an adequate civil-defense program to help 
make an enemy victory over this country impossible. 

For those two simple reasons, this country, with this Congress 
taking the lead, must develop an effective civil-defense program now 


as an integral part, and major part of the total defense of America 
and the free world. 


COMPARISON WITH PREVIOUS PROGRAM 


Mr. Cannon. Governor Caldwell, in what respect, if any, does 
your program differ as submitted here from the program which you 
submitted to Congress a year ago? 

Governor Catpwe tu. I would say that in substance the program 
is exactly the same. It is substantially the same. 

Mr. Cannon. Has there been any difference in the needs as you : 
envisioned them a year ago and as they appear to you today? 

Governor CatpwetL. No, sir. The need is not affected by 
momentary changes in the international picture. As I said a year ago, 
this is a part of our civil life from now on. , 

The Congress took a calculated risk a year ago in assuming that we 
would not be attacked within the year, and I think you probably 
realized a profit on that calculated risk, because by shortening the 
appropriation we may have been able to impress more and more upon 
the States and cities the necessity for their assuming a greater share of 
the burden. 

Mr. Cannon. In your opinion, we won on that gamble? 

Governor CaLpwELL. I think we won on that gamble—and it was 
your gamble, I want the record to show that. We have been able to 
ground it more closely to the people at the local levels, and that is 
desirable, it should be the problem of the local communities as much as 
possible. 

We are here this vear with substantially the same program we 
brought you a year ago. If there is any shortening this year, again it 
is to be your gamble on the calculated risk; but the need is there, and 
it represents the very cornerstone of safety for America. 


C26 eS ae 


OBJECTIVES 


Mr. Cannon. Now, analyzing the situation, Governor, from the 
new point of view, after a year’s experience and observation, briefly 
what are your objectives at this time? 

Governor CaLtpweE ut. In the first place, the objective of civil de- 
fense is nothing more nor less than the mental and physical prepared- 
ness of the American public to meet the impact of war or other 
disaster. Ninety-five, perhaps ninety-nine, percent of all we do is 
directed toward the mental conditioning of the public, making them 
know what the risk is and letting them know what may happen if the 
attack comes. They must know not to panic; they must learn how 
to keep industry going and they must realize that the only way the 
military can win the next war is to have an organized, trained public 
dedicated to the production of essential equipment. I think that is 
basic. 

The problems of equipment and of stockpiles of essential supplies 
are incidental to the preparation of the mental attitudes of the people. 
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It may not be strange to you, but we are constantly amazed by the 
disbelief on the part of many citizens that any nation would dare 
attack this country. 

Mr. Cannon. No. It has never happened before and they prob- 
ably think it will never happen. 

Governor Catpwe.u. It is probably asking a bit too much, to 
expect people to be realistic and realize that what happened to 
Nagasaki or Hiroshima could happen to Detroit or to Memphis. 

We have not tried to excite people. We have avoided momentary 
bursts of enthusiasm. We want a calm acceptance of the fact that 
we are in a trying international situation and that war can come; that 
if war does come we will be attacked; that if we are attacked we will 
suffer thousands of casualties. 

It is necessary that the individual citizen take the emergency 
calmly, avoid panic and not jump in his automobile and clutter up 
the highway. He has a function to perform. He has to keep the life 
of his city going. He has to be sure that the manufacturing plant 
continues to operate. He must be certain the public health of his 
community is safeguarded; that the policing problems are met; that 
the fire problems are solved. We have made great progress along 
these lines at a minimum cost. 


EVOLUTION OF COORDINATED CIVIL DEFENSE PLAN 


Mr. Cannon. When you appeared before us a year ago your prob- 
lem was complicated by the fact that you were on new and untried 
ground. There were no blueprints, no charts or maps of past ex- 
periences which you could use. Now at the end of a year have you 
yet evolved a coprdinated and realistic civil defense plan for the 
critical target areas in this country? This situation naturally does 
not apply to all parts of the country alike? 

Governor Catpwe.u. Yes, they do. No critical target area can 
meet its own problems by itself. ‘True, we have devoted most atten- 
tion to the critical target areas but that is because we were not strong 
enough to spread ourselves over the country generally. We have 
done that knowing that when that critical target area is hit the 
supporting area must know how to go to the relief of the stricken 
community efficiently and effectively. 

Our policies, as established a year ago, which were untried and new, 
have on the whole proven to be sound. There have been no major 
changes. We have, of course, been disappointed from time to time 
by seemingly contradictory statements from people in responsible 
positions. ‘They have made our task more difficult. 


COORDINATION AND INTEGRATION OF PLANNING WITH OTHER 
DEPARTMENTS 


Mr. Cannon. Let me ask you there to what extent and just how 
effectively have you been able to integrate or coordinate your plan- 
ning with that of the Department of Defense? 

Governor CALDWELL. We have been able to coordinate the planning 
fairly well, but not the conversations and speeches yet. 

Mr. Cannon. To what extent have you been able to work it out 
with Defense Mobilization? 
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Governor CaLpwELu. To a fair extent there. One problem is the 
matter of dispersal of factories. Instead of building factories on top 
of factories in congested areas, they should be s as a safety 
factor. The excuse has been the need for speed. It would take time 
to establish new factories. So while the theories may tend in one 
direction, practical considerations have tended in another. We are 
in accord on the principles involved. 

Mr. Cannon. You have been able to secure materials and supplies 
in needed quantities? 

Governor CALDWELL. We have had no difficulty. 

Mr. Cannon. You have had no difficulty with that? 

Governor CaLpwELL. We have had complete cooperation on that 
score. 

Mr. Cannon. How about your relationship with the National 
Security Resources Board? 

Governor CALDWELL. Very good. We have a close and a complete 
understanding with all of those agencies. It is a good relationship 
and a helpful one. 

Mr. Cannon. And with the States and with the individual com- 
munities? 

Governor CALDWELL. Fine. We have met with splendid coopera- 
tion—better cooperation than we had hoped for. 


VOLUNTEER WORKERS 


Mr. Cannon. How successful have you been in perfecting volunteer 
organizations? 

Governor CaLpwetv. Over 30C fraternal, religious, and social 
organizations have indicated a complete willingness to go all out and 
be of every assistance. Many of them are working to that end now. 
They are doing two things: First, educating their own membership; 
and, second, getting their memberships to register for volunteer 
services with the civil-defense people. 

Mr. Cannon. You have had to depend very largely upon volunteer 
assistance? 

Governor CALDWELL. Yes, sir. 

Mr. Cannon. How about volunteer cooperation? 

Governor CALDWELL. It has been all right. 

Mr. Cannon. You have had no instances of marked failure to 
cooperate? 

Governor CALDWELL. None at all. 

Mr. Cannon. Even by States, or cities, or municipalities? 

Governor CALDWELL. No, Of course, there is a great independence 
of thought. Some States wanted to do a particular job this way, and 
others another way. But on the whole there has ai cooperation 
and understanding. 

Mr. Cannon. realli be glad if you would file at this point a 
statement showing the actual and proposed volunteer cooperation; 
the strength of your volunteer cooperation. Also, if you would, 
insert in the record a statement showing the funds appropriated by 
the States up to this time for this purpose, for matching purposes, and 
especially State expenditures to date, if you will. 

Governor CALDWELL. I can do that. 
(The information requested is as follows:) 
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Civil defense personnel by State as of Feb. 29, 1952 






































Estimated Number of | Estimated Number of 
total a 6 
State and Territories enrolled and State and Territories | enrolled and 
eo possessions a assigned to and possessions | number of assigned to 
required* | civil defense Boar sa civil defense 
q duties : | duties 
323, 746 26,127 || New York_....______- | 1, 496, 778 ‘| 606, 969 
63, 581 6,313 || North Carolina______- (2) 3 73, 502 
4,315 3 North Dakota___._..- 8, 898 | 1 7, 837 
1, 276, 408 - © Fe eee | (@) } 3 161, 381 
156, 493 47,331 || Oklahoma._.________- 142, 152 | 5, 226 
74, 641 174,641 || Oregon________- 94, 352 | 20, 980 
1,102 1 583 || Pennsylvania_. 2) | 3 218, 165 
197, 309 47,924 Rhode Island 51, 733 | 16, 174 
291, 217 1 25, 505 || South Carolina 2) 38, 615 
226, 400 115,982 || South Dakota_____.- | 10, 063 | 118 
47, 861 14,069 || Tennessee. _______.._-| 148, 961 | 1 16, 952 
1, 395, 340 282,963 || Texas_._._._- PTE () 3 148, 938 
226, - 8 8 8 15, 671 | 13, 689 
(?) 3 48,078 || Vermont... _.....-.-- 30, 860 | 8, 000 
174, 513 27,723 || Virginia__...........- | 80, 812 | 133, 272 
117, 999 17,656 || Washington_______.-- 234, 120 | 43, 229 
peers sama tee tak: 228, 764 26,427 || West Virginia--___-__- 173, 257 28, 040 
MeN. uicoscecces 31, 971 24, 243 || Wisconsin.____ aoa 224, 821 | 21, 494 
Maryland.._.....---- 313, 500 1 53,417 || Wyoming. -._........ 22, 906 | 1 4, 502 
Massachusetts. --- - --- (?) 398, 304 || Alaska. .__._......-..- | 3, 564 1, 265 
Michigan............- 68, 016 47, 236 || American Samoa. ___-. | (2) | 3 361 
Minnesota... _......- 617, 400 91,637 || Canal Zone Govern- | | 
Mississippi-.----.----- 18 16 reat aS (?) | 3 900 
Missourl LRT RS 204, 535 1 46,455 || Guam... _.....-..... | 5, 097 | 1, 412 
Montana.-.--..-- 41, 603 le 2k (2) | 3 10, 198 
Nebraska...........-- 85, 516 1 26,080 || Puerto Rico_.._._.._- | 50, 724 | 14, 485 
Nevada. ......-.-..-- 13, 139 3, 827 || Virgin Islands. _.____- 646 | 332 
New Hampshire-..._- (2) | 39,812 || } 
New Jersey..... -..--- (?) | 3103, 386 || i) CRP peeS ps 8, 996, 327 | 3, 088, 373 
New Mexico-_.......- | 18, 923 | 4, 591 || | 





1 Partial data only. 
2 Not available. 


3 Estimated in the absence of a fina] report. 
*As submitted by the States for fiscal 1953. 














14 





Governor CALDWELL. To a fair extent there. One problem is the 
matter of dispersal of factories. Instead of building factories on top 
of factories in congested areas, they should be s as a safety 
factor. The excuse has been the need for speed. It would take time 
to establish new factories. So while the theories may tend in one 
direction, practical considerations have tended in another. We are 
in accord on the principles involved. 

Mr. Cannon. You have been able to secure materials and supplies 
in needed quantities? 

Governor CALDWELL. We have had no difficulty. 

Mr. Cannon. You have had no difficulty with that? 

Governor CALDWELL. We have had complete cooperation on that 
score. 

Mr. Cannon. How about your relationship with the National 
Security Resources Board? 

Governor CALDWELL. Very good. We have a close and a complete 
understanding with all of those agencies. It is a good relationship 
and a helpful one. 

Mr. Cannon. And with the States and with the individual com- 
munities? 

Governor CALDWELL. Fine. We have met with splendid coopera- 
tion—better cooperation than we had hoped for. 


VOLUNTEER WORKERS 


Mr. Cannon. How successful have you been in perfecting volunteer 
organizations? 

Governor CaLpwe.i. Over 30C fraternal, religious, and social 
organizations have indicated a complete willingness to go all out and 
be of every assistance. Many of them are working to that end now. 
They are doing two things: First, educating their own membership; 
and, second, getting their memberships to register for volunteer 
services with the civil-defense people. 

Mr. Cannon. You have had to depend very largely upon volunteer 
assistance? 

Governor CALDWELL. Yes, sir. 

Mr. Cannon. How about volunteer cooperation? 

Governor CALDWELL. It has been all right. 

Mr. Cannon. You have had no instances of marked failure to 
cooperate? 

Governor CALDWELL. None at all. 

Mr. Cannon. Even by States, or cities, or municipalities? 

Governor CALDWELL. No, Of course, there is a great independence 
of thought. Some States wanted to do a particular job this way, and 
others another way. But on the whole there has been cooperation 
and understanding. 

Mr. Cannon. I would be glad if you would file at this point a 
statement showing the actual and proposed volunteer cooperation; 
the strength of your volunteer cooperation. Also, if you would, 
insert in the record a statement showing the funds appropriated by 
the States up to this time for this purpose, for matching purposes, and 
especially State expenditures to date, if you will. 

Governor CALDWELL. I can do that. 

(The information requested is as follows: ) 
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Civil defense personnel by State as of Feb. 29, 1952 





























| * 
Estimated | Number of | Estimated | Number of 
total persons total persons 
State and Territories number of enrolled and State and Territories | number of enrolled and 
and possessions mee ot assigned to and possessions | moe aod = assigned to 
P red* | civil defense | persons _ | civil defense 
requi duties bie quired duties 
Alabama... .....----- 323, 746 26,127 || New York____-- Pe 1, 496, 778 | 606, 969 
pee 63, 581 6,313 || North Carolina__- } (2) | 373, 502 
Pe epee © 4,315 2,046 |} North Dakota____._.- } 8, 898 | 1 7, 837 
ae 1, 276, 408 326,418 || Ohio... .............. (2) | 3161, 381 
Colorado...........--. 156, 493 47,331 || Oklahoma... _.____._ 142, 152 | 5, 
Connecticut... .... 74, 641 174,641 |} Oregon_..__........-.| 94, 352 | 20, 
Delaware... ....-.--.- 1,102) - 1 583 |) Pennsylvania. ..___.__| (2) # 218, 165 
District of Colambia -! 97, ¢ 47,924 || Rhode Island_________| 51, 733 | 16, 174 
i... Rae 291, 217 1 25, 505 || South Carolina. } (2) 38, 615 
GR 4 6 seein 226, 400 115,982 || South Dakota_____._. | 10, 063 118 
WE Gio ng bbedeennais 47,861 14,069 || Temnessee._..._.____.| 148, 961 | 1 16, 952 
gine nw katnal : 1, 395, 340 282,963 || Texas......_- ud () 3 148, 938 
A 226, 603 1 89,986 |} Utah...____. | 15, 671 | 13, 689 
TE EONS HS RN | (2) 3 48,078 || Vermont... _. 30, 860 | 8, 000 
| eS eae | 174, 513 27,723 || Virginia. _-- si 80, 812 1 33, 272 
Kentucky -.........--| 117, 999 17,656 || Washington _. 234, 120 | 43, 229 
Louisiana - -_.......-- | 228, 764 26,427 || West Virginia _- 173, 257 | ‘ 
MOM ooe8. 5.5 31,971 | 24, 243 || Wisconsin. __. est 224, 821 | 21, 494 
Maryland...........- | 313, 500 1 53,417 || Wyoming---___-- ‘ 22, 906 1 4, 502 
Memeeaeetts...-....| (?) 3 98,304 || Alaska..._..._._____.| 3, 564 | 1, 265 
Michigan Ax see UM 68, 016 47, 236 || American Samoa_____! (2) | 3 361 
Minnesota. -.__....-- } 617, 400 91,637 || Canal Zone Govern- | | 
Mississippi-..-..--... 18 16 "TEES | @) | 3900 
ae 204, 535 146,455 || Guam._...........-..| 5, 097 | 1, 412 
oh a iene 41, 603 13, 581 Hawaii____..- ae (2) 310, 198 
Nebraska..........-_- | 85, 516 1 26,080 || Puerto Rico__.__....- } 50, 724 14, 485 
eee | 13, 139 3,827 || Virgin Islands. _____- | 646 | 332 
New Hampshire.---__| (2) 39, 812 | 
New Jersey... .-._-- (2) 3 103, 386 || Total_......... 8, 996, 327 3, 088, 373 
New Mexico........-- 18, 923 4, 591 |) 





1 Partial data only. 

2 Not available. 

3 Estimated in the absence of a final report. 
*As submitted by the States for fiscal 1953. 
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Analysis of State appropriations 


Total avail- 


Funds avail- | Total obliga 











| 
able for civil able for | tions, July |, 
States and Territories, including counties and cities defense pur- | matching, | 1951-June 30, 
poses 1953 | | 1952 (esti. 
fiscal year fiscal year | mated) 

Alabama. - - $25, 000 | ay $349, 000 
Arizona . 1, 286, 000 | $250, 000 | §2, 000 
Arkansas vi ; ant alee | 70, 000 
California... ; 78, 222, 682 | 1, 472, 682 | 8, 401, 656 
Colorado vs ’ | 143, 000 |. | 190, 000 
Connecticut : & | 2, 415, 004 | 383, 500 | 1, 993, 695 
Delaware | 217,040 | 157, 040 255, 000 
Florida... __.. | 780, 934 | 147, 234 | 149, 750 
Georgia Na ae | 1 200, 000 | Sedtt 246, 487 
Idaho ; 1, 019, 040 | att 13, 760 
Iinois 454, 000 | Byte 1, 052, 000 
Indiana sissaies 540, 000 | Ee 5°0, 431 
TIowa__.. z | 49,851 | 16, 358 &3, 90) 
Kansas me 577, 050 5, 000 602, 950 
Kentucky ; | 1 533, 850 | 10, 000 | 52, 480 
Louisiana | 75, 507 24, 585 472, 500 
Maine 223, 520 | 143, 520 281, 35 
Maryland . 871, 307 | 400, 000 736, 000 
Massachusetts . bd ci 2, GOR, 156 
Michigan 1, 485, 047 99, 850 | 3, 257, 785 
Minnesota } 453, 981 218, Ri | 1, 017, 499 
Mississippi | 19, O18 1,088 | 37, 500 
Missouri | 1, 552, 306 322, 416 $23, 389 
Montana ‘ ty ae ce 10, 000 
Nebraska . 1 152, 438 42, 540 133, 000 
Nevada ise ] 60,000 | : oan 9, 555 
New Hampshire ; 80, 9OR | 25, 000 78, 002 
New Jersey ! 4, 750, 000 : 1, 660, 474 
New Mexico. ere 178, 200 150, 000 | 28, 200 
New York P ‘ ‘ ! 47, 885, 000 | 28, 750, 000 19, 457, 681 
North Carolina 77, 930 | 174, 711 
North Dakota. __. 5 : | 25, 000 25, 000 
Ohio : 1, 824, 500 | 1, 250, 000 1, 162, 500 
Oklahoma 1 150,000 | __. | 125, 000 
Oregon | 858, 346 | 230, 202 | 866, 725 
Pennsylvania 4, 000, 000 | 1, 979, 000 | 1, 714, 423 
Rhode Island se j : f 53, 000 | if 954, 250 
South Carolina 41, 275 46, 775 
South Dakota 78,000 |. . 12, 000 
Tennessee ‘ : 1, 837, 000 | 1, 737, 000 489, 757 
Texas 766, 901 310, 000 576, 206 
Utah. : By 1, 269, 044 | 195, 000 | 204, 000) 
Vermont . 25, 000 38, 500 
Virginia ‘ 649, 230 500, 000 189, 81! 
Washington ‘ 12,198, 034 |_ 758, 820 
West Virginia 106, 942 | 65, 000 266, 145 
Wisconsin. 5 575, 100 103, 100 300, 450 
Wyoming 152, 500 ‘ > i 25, 000 
District of Columbia ; 975, 000 
Alaska <A a ne , : 200, 000 125, 000 200, 000 
Guam... rth Se : " : S ‘ ba 25, 000 
Hawaii ut odshuekee a dai i 291, 228 250, 000 201, 228 
Puerto Rico i A * ‘ 200, G00 | 50, 000 247, 501 
Virgin Islands. _._._- woba : saves : 20, 801 
BE RI ets Se SK 39, 414, 006 54, O15, 588 


1 Includes unspecified amounts which may be used for matching Federal funds. 


Mr. Tuomas. You made a fine statement, Governor Caldwell. 

Mr. Wuirren. Governor, I want to commend you on a job well 
done. I think we can appreciate the fine line you have to follow in 
making the people aware of the need for civil defense and in getting 
their cooperation and at the same time not overdoing it to the point 
of stirring up a whole lot of needless fears. It has been our impression 
you are doing a splendid job and I am glad to say so. 
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_ RESOLUTIONS REGARDING CIVIL DEFENSE PROGRAM 


Governor CaLpweLu. Mr. Chairman, here is a resolution by the 
governors’ conference, one by the American Muncipal Association, 
and one by the conference of mayors. Would you like those to go 
in the record? 


Mr. Cannon. We would be glad to have them. 
(The documents referred to are as follows: ) 


Resolved, That the American Municipal Association hereby reaffirms its position 
on civil defense and expresses its grave disappointment over the failure of Congress 
to recognize that civil defense of the cities is a vital part of national defense, which 
failure has resulted in the lack of adequate financial support to meet even the 
minimum needs of the cities fur supplies, communications, equipment and shelters, 
and that the Congress be urged to make available immediately adequate funds 
which are necessary since local governments without Federal and State aid cannot 
provide effective defense systems. 

Resolved, That the American Municipal Association express its thanks to the 
Federal Civil Defense Administration for its earnest support of local government 
within the limits of its available resources. 

Resolved further, That the American Municipal Association urge the cities of the 
United States to forge ahead with their own programs, to exchange information 
among themselves on the progress of their work, to create mutual-defense arrange- 
ments, to organize mobile battalions and to do all within their power to establish 
fully operative civil-defense organizations both in the short run and long run. 

Resolved, Also that the American Municipal Association call upon the citizens 
of the Nation to support their civil-defense organizations without waiting for any 
leadership other than that which they develop out of their own strengths. 


Reso.utTion ON Crvit Derenss ApopreD BY THE GOVERNORS’ CONFERENCE, 
Forty-Turrp ANNUAL MEETING, OcrospEeR 1951, GarLINBURG, TENN. 


In view of unsettled world conditions today, an effectively operated civil- 
defense program is essential as a first line of security for the Nation. 
of enemy attack, all levels of government—Federal, State, and local 
prepared to cope with the situation by means of adequate civil defense. 

Because civil defense is an integral part of our national security, the Governors’ 
Conference recognizes that guidance and over-all planning should come from the 
National Government through appropriate channels, including the civil-defense 
establishment and the Department of Defense. However, the Governors’ Con- 
ference also wishes to state its conviction that the State governments and the 
Governors in particular have a special responsibility to cooperate with the Federal 
authorities in dealing with civil-defense problems and to implement Federal poli- 
cies and interstate civil-defense compacts in order to protect the lives and homes, 
the farms, and industries of our people. 

In order to achieve a state of readiness, virtually all of the States have recently 
enacted basic civil-defense legislation and have established the necessary organiza- 
tion for civil defense. Many of the States have ratified compacts among them- 
selves for effective interstate cooperation and mutual assistance in civil-defense 
activities. However, State and local civil-defense programs have been hampered 
by the failure of Congress to appropriate funds adequate for cooperative Federal- 
State civil-defense operations and stockpiling. 

The Governors’ Conference urges that the Congress of the United States 
promptly make adequate provision for a well-conceived civil-defense program. 
We further recommend that all States which have not done so take immediate 
action to ratify the uniform interstate civil defense compact as developed by the 
Council of State Governments and the Federal Civil Defense Administration. 

In order that the enrollment of civil-defense forces may be facilitated, the 
Governors’ Conference also urges that the Congress enact pending measures for 
indemnification of duly constituted civil defense personnel who voluntarily assume 
civil defense duties and who may be injured or killed in the performance of their 
duties. Such indemnification should be financed entirely by the Federal Goy- 
ernment. 


In case 
must be 
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RESOLUTION ON CrviL Derense PAsseD BY THE 1952 ANNUAL CONFERENCE 
OF THE UNITED States CONFERENCE OF Mayors, JuNE 17, 1952 


CIVIL DEFENSE 


Resolved, That the 1952 Annual Conference of The United States Conference 
of Mayors express its complete support and concurrence in the viewpoint of re- 
sponsible Federal officials and military leaders that a strong and effective National 

‘ivil Defense organization is an integral part of and indispensable to a total 
security program; 

Resolved further, That this Annual Conference emphasize to the Members of 
Congress the wholly inadequate provision heretofore made by the Congress for 
Federal financial participation in a national program; and 

Resolved further, That this Annual Conference urge the Congress to give prompt 
approval of the full amount of the pending budgetary request for civil-defense 
purposes to the end that an effective national program can be gotten under way 
without further delay. 


Reso.utions: UniTep States CONFERENCE OF Mayors, ANNUAL CONFERENCE, 
May 15-17, 1952, New Yorx Ciry 


CIVIL DEFENSE 


Resolved, That the 1952 Annual Conference of the United States Conference of 
Mayors express its complete support and concurrence in the viewpoint of respon- 
sible Federal officials and military leaders that a strong and effective national 
civil defense organization is an integral part of and indispensable to a total security 

rogram ; 
si Resolved further, That this annual conference emphasize to the Members of 
Congress the wholly inadequate provision heretofore .made by the Congress for 
Federal financial participation in 9, nations] program; and 

Resolved further, That this annual conference urge the Congress to give prompt 
approval of the full amount of the pending budgetary request for civil defense 
purposes to the end that an effective national program can be gotten under way 
without further delay. 


REGIONAL OFFICES 


Mr. Cannon. I would like also to have you give us a list of your 
regional offices and tell us where these offices are located, and how 
they are staffed, how they are functioning, and what their functions 
are. 

Governor CALDWELL. We will be glad to do that, sir. 

Mr. Cannon. You have how many in the United States? 

Governor CALDWELL. There are nine regional offices in the country, 
divided in such a way as to combine areas of like needs and problems. 
Our division seems to have been fairly well conceived. Just roughly, 
the headquarters of the nine regions are Boston,-Richmond, Atlanta, 
Cleveland, Chicago, Dallas, Denver, San Francisco, and Seattle. 

If you have the means for the reproduction of a regional map we 
can supply that, or we can add the number of States. 

Mr. Cannon. If you will add the number of States. 

Governor CALDWELL. We will just add the States to that. 

(The information requested is as follows:) ‘ 
FeperauL Cryin DEFENSE ADMINISTRATION, REGIONAL OFrrice FuNCTIONS 


Regional offices provide the channel through which technical and administrative 
assistance is provided to the State and local governments in obtaining uniformity 
of plans, programs, equipment, material, supplies, and operating techniques. 
Interstate compacts providing for mutual aid and support are initiated and 
information collected on all aspects of the civil-defense program within the States. 
This function provides a means of evaluating the adequacy and effectiveness of 
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all civil-defense programs for the information and guidance of the Federal Civil 
Defense Administration. 

Nine regional offices, operating under this program, are established under the 
concept of extension of the national headquarters office, able to function inde- 
pendently in the event of an enemy attack. 


Federal Civil Defense Administration regional offices 











— Headquarters Covers following States Director 

1 | Boston (Natick) Mass...--... Connecticut, Maine, Massachusetts, | Albert D. O’Connor. 
New Hampshire, New Jersey, New 
York, Vermont, Rhode Island. 

2 | Richmond, Va--..........-..- Delaware, Maryland, North Caro- | J. George Brueckmann. 
lina, Pennsylvania, Virginia, West 
Virginia. | 

3 | Atlanta, Ga_..._.............] Alabama, Florida, Georgia, Mississip- | Wiley L. Moore. 
pi, South Carolina, Tennessee. 

4| Cleveland (Avon Lake), | Kentucky, Michigan, Ohio____._._-_- Stewart Campbell. 


io. 
5 | Chicago (Jolie), MM___....-.- Illinois, Indiana, Iowa, Minnesota, 


| 

Carl W. Gabel. 
North Dakota, South Dakota, Wis- | 
| 
} 

















sin. | 
Oi: Doalieg: Wadsics te esicercks Arkansas, Louisana, Oklahoma,} French M. Robertson. 
7| Denver, Colo..............-- Colorado, Kansas, Nebraska, New | Albert C. Tilley. 
Mexico, Missouri, W ycming. | 
8 ao (Berkeley), | Arizona, California, Nevada, Utah....| Henry S. Eaton. 
9 | Seattle, Wash.............-.. Idaho, Montana, Oregon, Washington_| Roger E. Dunham. 
Federal Civil Defense Administration—typical regional office staff 
Posi- Posi- 
Title tions Title tions 
Regional director_...........---- EE I Se EE EA 10 
SOE ON no a Se Tie TOees OMICS. 6. ea eee 2 
Director, Management Division... _1} Fire specialists_....._.....__---- 3 
Executive officer_..........---.-- 1| Police specialists................ 2 
Budget and fiscal officer__--_-_-_-_-__- 1} Rescue specialists. __..._...-.---- 2 
Administrative assistant_......-_- 2) Cee ree. 8 ts 1 
State aid ofeer. . tL 1} Assistant wardens--__........-.-- 2 
Lampe eermeete. 2) 5 ee ee 1} Communications specialists____-_-_ 2 
Assistant director (Women’s Af- Transportation specialists_ - _~_--_- 3 
Sts FE ot LONI @U0CTS - . occ ok oun os ~~ 2 
Regianal counsel... .... -...-<+..- oe Eee eae ae 10 
Public Affairs officer.........-.-_- Ss ck wragchincat io easkon ieee 8 
Erne tee. | ss a es Sy reenrners. os we 4 
Medical officers. -...........---- ro 7 "Seip ieee Setareta reese): 7 1 
Sanitary officer... .-........-- IEMs nk 8k as eee 1 
Welfare specialist __-- . - Vg aa 1 —— 
Food and feeding specialist ___---_- 1 25. Seep Bie: Sindhi ee 70 
PERSONNEL 


Mr. Cannon. Now, Governor, taking up the matter of personnel, 
what is your personnel estimate for 1953 for Washington and for the 
field, that is, outside of Washington? 

Governor CALDWELL. Let me comment on the field first and say 
that in every regional office we have established a ceiling of needs. 
We are having difficulty getting the ability we would like to have in 
none offices, but we are getting good people, and they are being added 
slowly. 

Mr. Cannon. The tenure or the term of incumbency is so uncertain 
that it somewhat interferes with your getting men? 
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Governor CaLpwe.u. No, sir. The difficulty is a little deeper 
than that. It is really finding the people who have the breadth of 
experience and knowledge, and the ability to handle a difficult situa- 
tion if and when an attack comes. The regional office will be an im- 
portant factor under attack conditions. You need people there who 
have great ability and understanding; it is difficult to find them and 
difficult. to find the people to work under them. 

Mr. Cannon. What is the number you are requesting? 

Mr. Wapsworru. 817 in Washington and 883 in the field, total. 

Governor CaLpwe.t. Is that for now? 

Mr. Wapsworrn. That is for the next year, 1953. 

Mr. Cannon. About how many are there in these nine regional 
offices? Do you have about the same number in each regional office? 

Governor CALDWELL. No, sir. There would be a difference. * 

Mr. Wapswortnu. The average would run about 70, but in the 
more populous regions it would be slightly larger than in the less 
populous and less critical areas. 

Governor CaLtpwe tv. To illustrate, this region would need more 
people than the Atlanta or Dallas regions. 

Mr. Cannon. How does this number compare with the number 
you asked for 1952? 

Governor CALDWELL. It is almost the same at the Washington level. 

Mr. Wapswortu. Washington was 736 and the field was 614. 

Mr. Cannon. How does that compare with the number now 
actually employed? 

Mr. Wapswortu. Now actually employed we have a total of 1,045, 
which is divided 705 and 340 field. 

Mr. Cannon. I recall last year we had some discussion as to 
super grades. It seemed to the committee at that time, or at least 
the general impression was that we were a little bit top-heavy on 
super grades. 

Governor CALDWELL. No, Mr. Chairman, we have used less. How 
many did you have, Mr. Wadsworth? 

Mr. Wapswortn. The act authorized 22. 

Governor CALDWELL. We had 22 to start with and are using 17. 

Mr. Cannon. You had 22, as I recall it, out of about 400 in the entire 
set-up. 

Governor CALDWELL. We are using 17 of the 22 we are authorized 
by Sec. 401 of Public Law 920. I understand that the 400 has now 
become approximately 1,300. 

Mr. Cannon. There has been a material reduction there. What 
are your plans for filling these super grade vacancies in 1953 when 
they occur? 

Governor CALDWELL. We think we can do the job with the maximum 
of 17, and we do not plan to use more, but we do not want to foreclose 
ourselves from the privilege of using them if the right man shows up. 


PERSONNEL IN REGIONAL OFFICES 


Mr. Forp. Governor, I would like to ask a question or two about 
your regional offices. There are nine of them. Do you have a list 
of the people who are in charge and some material concerning their 
background? 

Governor CALDWELL. Yes, sir. 
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Mr. Forp. Could you take one example and give us some infor- 
mation concerning a certain individual as an illustration of the kind 
of men you are getting? 

Mr. Fou ts. You are talking about the regional director? 

Mr. Forp. Yes. 

Mr. Fouuis. I do not have it with me, but I can supply it. 

Governor CALDWELL. We could give you all of those, really. 
There is not too much of it. 

Mr. Forp. There would be nine of them. Could you put that in the 
record? 1 think it is important to see the type of men you have in 
these positions which you indicated are responsible. 

Mr. Founts. A brief biographic sketch of the man and his name. 

Mr. Forp. Yes, sir. 

(The information requested is as follows: ) 


ReGIoNAL Directors, Feperaut Civit Derenseé ADMINISTRATION 


Aupert D. O’Connor, Regional Director, Boston, Mass. LL. B., Georgetown 
U. (1923). Special Agent, Dept. of Justice and Treasuty Dept. (1923-27). In- 
vestment Banker in New York and Washington (1927-32). Vice President, 
wholesale beer organization (1933-39). Managing Director, Distiller Spirits 
Institute (1939-40). Field Liaison Officer, U.S. Savings Bond Division, Treasury 
Dept. (1941-50). Consultant to NSRB (1950-51). Director, Regional Office 
No. 1, FCDA (1951—present). 


J. Grorce BruerckMANN, Regional Director, Richmond, Va. B. S8., State 
Teachers College, Pennsylvania (1933). M.8., Temple U. (1936). Instructor 
in Pennsylvania School System (1935-41). Senior Training Specialist, Office of 
Quartermaster General (1942). Chief of Civilian Training, Quartermaster Corps, 
with rank of Major (1942-45). Director, Vocational Rehabilitation and Educa- 
tion Service, Branch Office 3, Veterans’ Adm. (1945-49). Chief, Vocational 
Rehabilitation and Fducation Division, Veterans Adm., Wilkes-Barre, Penns, |- 
vania (1949-52). Director, Eastern Training School, FCDA (1952). Acting 
Director, Regional Office No. 2, FCDA (1952). 


Witey L. Moore, Regional Director, Atlanta, Ga. Salesman, Globe Oil «& 
Refining Co. (1912-16). General Manager, Dixie Oil & Grease Co. (1916-19). 
President, Wofford Oil Co. (1919-49). President, United States Oil Co. (1950-51). 
Consultant, The Pure Oil Co. (1949-present). Director, Regional Office No. 3 
(W. O. C.), FCDA, (1951—present). 


Srewart C. CAMPBELL, Regional Director, Cleveland, Ohio. Utah U., (1929 
30). Missionary, L. D. 8. Church, Germany (1924-27). Salesman, Maytag 
Washing Machine (1927-29). Various field engineering positions in Utah and 
Texas (1929-31). Checker and Supervisor, Gasem Cleaning Co., New York 
(1931-82). Receiving Supervisor, Gimbel and Macy’s Dept. Stores (1933-35). 
Material Expediter, FERA (1936). Washington Representative, Alaska Rural 
Rehabilitation Corp. (1937). Regional Director, N. Y. A. (1938-42). Civilian 
Personnel Officer, USAAF, with rank of Lt. Col. (1942-46). Special Asst. to 
Administrator, OPA (146-47). President and General Manager, motor stage line 
in Utah (1947-51). Consultant and Regional Director, FCDA on territorial and 
island possessions (1951-52). Deputy Director, Regional Office No. 8 (1952) 
Director, Regional Office No. 4 (1952). 


Cart W. GaBeEL, Regional Director, Chicago, Ill. State Trooper, New York 
State (1931-40). Superintendent of Protection, Graumann Aircraft Co. (1940 
41). Employment Mgr., Emerson Electric Manufacturing Co. (1941-50). 
Consultant, NSRB (1950-51). Director, Facilities Self-Protection Division, 
FCDA (1951). Direetor, Regional Office No. 5 (1951—present). 


Frencu M. Ropertson, Regional Director, Dallas, Tex. Oklahoma U. and 
Texas U. (1923-27). General law practice (1927-38). Owner and producer of 
crude petroleum business (1938-42). Lt. Col., USAAF (1942-45). Owner and 
producer of crude petroleum (1946—present). Director, Regional Office No. 6 
(W. O. C.), (1951—present). 
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AuBert C. Titiey, Regional Director, Denver, Colo. Rensselaer Polytechnic 
Institute (1914-17). Radio Engineer, U.S. Navy (1918-19). Various engineer- 
ing positions up to State Engineer for State of Nebraska (1919-41). Asst. Region- 
al rdinator, FSA (1941-45). General Manager, tral. Nebraska Public 
Power and Irrigation District (1945-48). Vice Chairman, Nebraska Public Power 
System (1949-50). Consultant, NSRB (1950-51). Director, ional Office 
No. 9, FCDA (1951). Director, Regional Office No. 7 (1951—present). 


Henry 8. Eaton, Regional Director, San Francisco, Calif. Various positions 
in police force in city of Angeles up to Deputy Chief (1925-46). Chief Police 
Administrator, U.S. Army, Tokyo, Japan (1946-50). Consultant, FCDA (1951). 
Director, Regional Office No. 8 (1951—present). 


Rocer F. Dunnam, Regional Director, Seattle, Wash. B. A., Washington U., 
(1937). LL. B., Washington U. (1940). Attorney (1941). Lt. Commander, 
U. 5. Navy (1941-46). Attorney (1946-47). Counsel, International Chiro- 
practors Association (1947-51). Director, Regional Office No. 9, (1951—present) . 


SUPERGRADES 


Mr. Cannon. I recall last year, Mr. Wadsworth, you were at that 
time in the process of rearranging your supergrades with a view, as | 
recall it, to dropping three of them. This situation is still in a state of 
flux and you are readjusting on your personnel as you go along and you 
have dropped these three. 

Governor CALDWELL. More than that. We dropped five. 

Mr. Cannon. That means two more. 

Mr. Wapswortu. We actually abolished three of the jobs and are 
not using the other two. 

Mr. Cannon. Are they permanently out? 

Mr. Wapswortn. Yes. They have left the organization. 


MEDICAL PERSONNEL 


Mr. Forp. On personnel, Governor, I noticed that you are request- 
ing seven medical officers at a total cost of $75,600. Are those to be 
doctors? 

Governor CALDWELL. Will you comment on that, Mr. Wadsworth? 

Mr. Wapsworrtn. Are those in the field, Mr. Ford? Which seven 
are those? 

Mr. Forp. It is on page 9 of the green sheet. I believe it is field. 

Mr. Wapswortu. Those actually are M. D.’s. Most of them are 
Public Health Service officers already in grade. 

Mr. Forp. What would they do? 

Mr. Wapswortu. They will handle various aspects of the medical 
program. One is on blood, another on casualty service, and various 
things of that sort. That is in Washington. 

Governor CaLtpwe.u. We have been very fortunate in our relation- 
ship with the medical professior. 


INTELLIGENCE OFFICERS 


Mr. Forp. I notice on the next page you are requesting five intelli- 
gence officers at a total cost of $48,200. What oe an intelligence 
officer do in your program? 

Mr. Wapswortn. The intelligence officers receive intelligence in- 
formation from the CIA and from the military intelligence agencies 
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and evaluate that information from the standpoint of civil defense, 
and advise the Administration as to what the intelligence means from 
our standpoint rather than from a military standpoint. 

Mr. Forp. Also there is a request for $9,600 for an historian. What 
does the historian do? 

Mr. Wapsworrn. That is the person who will write up the history 
of the agency as we go along rather than as has often been the case, 
waiting and then hiring under contract at a greater price the people 
who get up the history. The Bureau of the Budget has asked that 
this be kept up at all times. 


STATE AID OFFICERS 


Mr. Forp. What does a State aid officer do? That is on page 17. 
There are nine of them at a total cost of $86,400. 

Mr. Wapswortu. There is one in each region who works on the 
contributions programs for the various States in that region, so that 
when they have difficulties in making up their requests—and there are 
difficulties in deciding whether or not we should match those re- 
quests—we have a person who specializes in that sort of thing in the 
regional office—one person. 

r. Forp. You have not used such people before. This is a new 
request. 

Mr. Wapswortnu. We have used them, but they have not had that 
title. We have had persons assigned to the job, but we have classified 
the job now under the new title. 

Governor CaLpweELu. The States very often do not have the people 
who are familiar with the necessary forms and with the procedure to 
prepare applications and submit them. We are confronted with a 
choice of either helping them at the State level or consuming more 
time after the applications get to the Washington office. 


OPERATIONS 


ATTACK-WARNING SYSTEM 


Mr. Cannon. Now taking up operations, we come to the attack- 
warning system. Have you been able to make arrangements with 
the Air Force as to your participation in the attack-warning system? 

Mr. Wapswortu. Yes, sir. We have a written agreement with the 
Air Defense Command for the placing of personnel in each of the Air 
Defense control centers, who will be known as attack-warning con- 
trollers. Two classes of them have already been selected and have 
gone through an Air Force training course down in Tyndall Field, 
Fla., and 33 out of the total of 55 have already been put in place at the 
Air Defense control centers. 

Mr. Cannon. You will have a man at every center? 

Mr. Wapswortn. Yes, sir. 

Mr. Cannon. What arrangement have you made for transfer of 
funds from the Air Force in that connection? 

Mr. Wapsworrn. In connection with the personnel cost, you mean? 

Mr. Cannon. Yes. 
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Mr. Wapswortu. We pay those ourselves. 

Mr. Cannon. You do not get any funds from the Air Force? 

Mr. Wapswortu. We will have a transfer of funds from the Air 
Force for the lease of land lines going from the Air Defense control 
centers to the key points. They have already made provision, we 
understand, for that. 

Mr. Cannon. In what amount? 

Mr. WapsworraH. $600,000, I believe. 

Mr. Cannon. A lump sum of $600,000? 

Mr. Wapswortu. Yes. 


STANDARD SPECIFICATIONS 


Mr. Cannon. To what extent have you developed standard speci™ 


fications for equipment and warning devices? 

Mr. WapsworrtH. We have developed specifications for all types 
of civil-defense equipment, and particularly special specifications for 
air-warning devices which will be sirens or horns or electronic 
noise-making devices. 

Mr. Cannon. That is now standard and will have been all worked 
out? 

Mr. Wapsworrn. Yes. There are many different specifications 
because of the differences in need in the various cities. Geographical 
considerations make it hard to buy all of one size, for instance. They 
should have some large and some small in order to get full coverage. 


COMMUNICATIONS SYSTEM 


Mr. Cannon. Coming now to the communications system, to what 
extent have you coordinated your communications network with the 
commercial and governmental systems and what use are you making 
of them? 

Mr. Wapsworrtu. Our Federal communications system is a TWX 
system at present from the Washington headquarters to each of the 
nine regions. It is our own system. We were told we could not rely 
upon either commercial or military, or any other Federal agency 
system in times of emergency, so we had to set up our own. The 
system also goes from the regional office to each State within the 
region. That is the Federal part of it. Anything else is handled 
entirely by the States and local municipalities, 

Mr. Cannon. I am a little surprised at that. I should think you 
would have ready to your hand either radio or television, or both, and 
all of these existing facilities. 

What arrangements have you made, if you have made any, with 
the Federal Communications Commission on this? 

Mr. WapswortnH. We have a very, very close working arrangement 
with the telephone companies to handle a great part of our load, but 
neither they nor anybody else can give us full guarantee of immediate 
service in the event of emergency. 
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Mr. Cannon. If there were a sudden attack would you have it 
immediately at your command? Could you immediately put it on 
the air or on the wires without a moment’s loss? 

Mr. Wapswortu. No, sir. Not always, because the telephone 
companies will have to arrange for bypasses in the event their facili- 
ties are destroyed in the city which is hit. We do use commercial 
lines very heavily, but we have to have this as a stand-by. 


SUPPLY SERVICE 


Mr. Cannon. What arrangements have you made and what ar- 
rangements are in effect at this time with the General Services Ad- 
ministration for the operation of the warehouses, and how will the 
cost of them probably compare with the cost that you have placed 
both last year and this year in your justifications? 

Mr. Wapsworru. At the time this justification was originally made 
up and submitted to the Bureau of the Budget we had not been able 
to reach an agreement with the General Services Administration as 
to the actual operation of the warehouses. However, now we have 
reached that agreement. They are going to operate the warehouses 
for us, and we estimate with them that the cost will be virtually the 
same as that contained in the request. 

Mr. Cannon. The arrangement you made is entirely satisfactory? 

Mr. Wapswortn. Yes, sir. 

Mr. Cannon. You did not have to make any concessions in order 
to secure an arrangement? 

Mr. Wapswortn. Not a one. 


WAREHOUSING AND DISTRIBUTION OF EQUIPMENT AND MATERIAL 


Mr. Tuomas. Last December I called on the mayor of Hamburg. 
The city of Hamburg is some 25 to 30 miles from the Russian border. 

Mr. Cannon. In Germany proper? 

Mr. Tuomas. Hamburg is just about 25 miles from the Russian 
zone of Germany. The mayor is one of the brightest men I ever 
talked to, and one of the big men in Germany today. He is a member 
of the upper house and is mayor of Hamburg, which is by far the most 
prosperous city in Germany. It was interesting to note the mayor’s 
background. 

Before the war he was mayor of Hamburg. About the time Hitler 
came in he left Hamburg two jumps ahead of Hitler’s S. 5. boys. He 
spent most of the war outside of Germany and a part of it inside the 
United States, and became an American citizen. He went back after 
the war when the troops went in. President Roosevelt sent him back 
to become mayor of Hamburg again and he has been mayor ever since. 

I said, ‘““Mr. Mayor, I would like to get some advice from you on 
civil defense.”’ He said, “Well, you know I sat out most of the war. 
Mr. Hitler ran me out of the country, but I got back in time to see the 
results of the bombing and I have some pretty good ideas on civil 
defense.”’ 
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I said, “Well, we are confronted with two or three problems in 
spending a tremendous amount of money shoring up buildings and 
building shelters, and stockpiling critical materials, and building ware- 
houses to put them in.’’ As quick as a flash he said, ‘Yes, and you 
are getting ready to throw away a whole lot of money.” He said, 
“Do you know, we lost perhaps as many people, if not more people, 
in bomb shelters from bombing as we lost on the outside of the bomb 
shelters?” ‘Then he pointed to one of the big catastrophes in Ham- 
burg, where two or three thousand were killed in one of the bomb 
shelters. 

He went on to say—and I am quoting you literally what he said, 
“Tn case of a bombing raid the best place to be is right out there,’’ 
and he pointed to his office door, “Right in the middle of that street. 
That is the safest place to be.” 

T said, “Mr. Mayor, that is all right, but what is the defense against 
bombing?” He said, ‘““There is no defense for it, but there is one that 
is going to ameliorate it.” 

I said, “‘What is that?” He said, “You have just simply got to 
have the best air force in the world and it has to be better organized so 
that when they are attacking you can just get in there and shoot 
them down.” He said, ‘“‘Spend your money not on shelters and not 
on this and the other, but on air force stopping them before they get 
set.” 

I said, ‘‘ Well, now what about stockpiling critical materials, such 
as medicines, food, and fire-fighting equipment?” He said, “‘Oh, yes. 
It is well to have some of that.” I said, “and build warehouses?”’ 
He said, “Build warehouses? That is a foolish waste of money.”’ 
I said, ‘‘ Well, where are you going to put it?”’ He said, “Why, you 
Americans have the best distribution system in the world.” I said, 
“What is that?” He said, “Your corner drug store. That is where 
you want to stockpile your food and your critical materials.” 

I said, ““‘Why the corner drug store?” He said, ‘‘My friend, you 
must have it where the people can get it when they need it. You 
put it out in a warehouse 15 or 20 miles from town, or 50 or 100 miles 
from town, and you will never get it.” ‘‘Why?’ I said. He said, 
“Why, your highways are cluttered up. You cannot move auto- 
mobiles or trucks and you could not get to it if you wanted to. In 
vour American system every other block has a corner drug store. 
There is the finest distribution and warehousing system in the world.” 

Three days later I went over to the mayor of Berlin, Mayor Reuter. 
Incidentally, the mayor of Hamburg and Reuter are two of the 
bitterest enemies of communism in Germany. 

I went through the same routine of questions with him as I did with 
the other mayor, and much to my astonishment I got just exactly the 
opposite answer with the exception of the storage of the critical 
materials and distribution. He said, ‘‘Well, you are going to have to 
have them where the people can get them.” Of course, he did not 
know anything about the United States. 

I repeat that for what it is worth to you. 
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I was deeply impressed by the corner drug store idea. He is 
just as right as rainon that. It is made to order, and that is what you 
ought to do. You ought to make some arrangements with them. 
There is not just one in every block. In most of the big cities it is 
almost two in every block. The best thing about it is that the point 
of distribution is there where you need it, when you need it. hen 
it is all over with you are going to have to give away what you do not 
use, and you will come nearer getting more out of that corner drug 
store owner for the supplies and materials he has on hand than you 
will get from auctioning it off to the public. 

Mr. Cannon. Governor Caldwell, just how closely could your 
present plans for warehousing be adapted to such a plan? 

Governor CALDWELL. I am inclined to think we may not be for 
apart at all, because we depend on that corner drug store for the 
needed supplies necessary to meet the first hours of an impact. If it 
is sufficient to do the job we will never draw on the warehouses, but 
we hope there will be enough drug stores and wholesale drug houses 
in the community to meet the first hours of need, whether it be 4 
hours, or 24 hours, or 48 hours. 


RATESWF RENTAL FOR WAREHOUSING SPACE 


Mr. Cannon. What arrangements have you made with the General 

Services Administration on your current rental rates for warehousing 
space? 
go Wanpswortn. At Ellenville, N. Y., it runs 81 cents a foot. 
In Mount Vernon, Ind., 76.8; Carrollton, Ga., 70; Lake Charles, La., 
51; San Jose, Calif., 62; and Tustin, Calif., about 35. That is a 
small place. They are not typical warehouses. 

Mr. Cannon. Can’t you establish some standard rate that would 
be fair to yourself, and to everybody, which we could put into force 
throughout the United States? 

Mr. Wapswortn. No, sir. We cannot do that as easily as it 
might seem. The General Services Administration, of course, is in 
the warehousing business and knows the going rates around the 
country in the various places, and there always has been some dis- 
crepancy. 

Mr. Cannon. Some of these warehouses are in low-rental areas 
and some of them are in high-rental areas? 

Mr. Wavswortu. That is right. These six are not typical ware- 
houses at all and do not provide all of the elements we need, but we 
were in a hurry. We had to get them because we bought supplies 
and they had to be moved in. It may be when we get rolling on 
the major emergency reserve stocks program we will be able to do a 
good deal better than that. We have been getting them cheaper 
than they bave been offered in almost every case. 

Here is one in Downington, Pa., where it was offered to us at 85 cents 
a square foot without even utilities. We are not taking it. 

e had another in the Seattle area offered at a dollar a foot, and we 
are not taking that. 
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Through the General Services Administration contract we have we 
think we can get as cheap a price as anywhere else, if not cheaper. 

Mr. Cannon. When do you expect to activate these 48 warehouses? 
Are any of them in service at the present time? 

Mr. Wapsworvn. These first six are now in service. Another four 
are about to go in service right around the Ist of July. In the event 
we get the operations appropriation the 48 will be in service by the end 
of next fiscal year. 

TRAINING PROGRAM 


Mr. Cannon. What have you done up to this time in your training 
program? 

Governor CALDWELL. We have trained about 2,500 people from the 
States and cities and communities. I think you ought to let me say 
this off the record. 

(Discussion off the record.) 

Mr. Cannon. There is some reference here to traveling training 
teams. What is the function of the traveling training teams? 

Governor CALDWELL. That is one of the questions that we are 
constantly changing our views about as we go along. It is purely 
experimental. There is a great deal that the trayeling team can do 
when it goes into the community. It can help that community with 
its planning. It can point out to that community the kind of an 
organization that will best serve the community, and it can create a 
great deal of interest. It can also inspire the sending of students 
to the training school. 

However, I do not believe we are clear yet as to just what that 
function of the traveling team will ultimately be. We are boxing all 
the points of the compass on it and trying to find its most useful, place. 

Mr. Cannon. We would be glad if you could supply a table at this 
point showing the number of students trained in these four schools 
and the number you propose to train in the year 1953. 

Governor CALDWELL. Would you like that broken down by States? 

Mr. Cannon. It would probably be helpful if you could give it to 
us by States. 

Mr. Wapswortnu. That would be fairly difficult, particularly from 
the standpoint of the Olney facility. 

Mr. Cannon. You can give it by States. 

Governor CALDWELL. Let us give you the best table we can on it, 
Mr. Chairman. 

(The information requested is as follows:) 


Operations, Federal Civil Defense Administration, fiseal year 1952—-Training 
program, student load comparison, fiscal years 1952-53 





’ } Student Student 
School load, 1952 | load, 1953 
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Western training school. --_.__.--- jE IT SARE AD TRA SSR ee ane ge 407 4,352 
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TECHNICAL GUIDANCE TO STATES AND MUNICIPALITIES 


Mr. Cannon. How have these particular functions been performed 
up to this time? 

Mr. Wapswortn. These have been found largely in executive 
direction in the previous appropriation requests. We have broken 
them out where they belong, so everybody can take a good look at 
exactly what we mean when we go into these programs of technical 
guidance. 

COSTS FOR TRAINING SCHOOLS 


Mr. Cannon. What are your rental costs now as far as these train- 
ing schools are concerned and these staff and technical schools? 
What are your rental costs on each of them, and what is the nature 
of the contracts with the various schools? 

Mr. Wapsworru. At the staff college the rental under condemna- 
tion proceedings is $36,000 a year. We operate that wholly ourselves. 

Mr. Cannon. Where is that located? 

Mr. Wapsworrn. Out here at Olney, Md. On the eastern train- 
ing school, that is at the site of a branch of Penn State College at 
Ogontz, Pa. We do not have a straight rental contract there but 
have a full contract for administration of the school. It is a lump- 
sum situation that runs us about $180,000 for a full year. That is 
for all services. 

Mr. Cannon. Is that a firm figure? 

Mr. Wapswortnu. Yes, sir. That contract is drawn. At the 
central training school the total cost will run in the neighborhood of 
$200,000 a year of which the college will receive approximately 
$20,400. That is Oklahoma A. and M. at Sillwater, Okla. The 
western training school is at St. Mary’s, Calif. Western has also 
been renegotiated and will come to a total of about $240,000 for the 
full year of which the college will receive $17,500. That would in- 
clude, of course, the cost of using the college facilities throughout, 
and it is not put on a square foot rental basis. It does not take in 
laundry and bedding and all the other things of that sort, as the 
student pays for this and his own meals and subsistence. 

Governor CaLpwe.u. All administrative personnel. 

Mr. Wapswortn. All administrative personnel. We do have to 
hire instructors and stenographers in the Western and Central training 
schools. 

FACILITIES SELF-PROTECTION PROGRAM 


Mr. Cannon. To what extent is your facilities self-protection 
program coordinated with the Department of Defense? 

Mr. Wapsworrn. It is tied in in this way: The Department of 
Defense makes what is known as the key facilities list, and with the 
Industry Evaluation Board, and the other agencies within both 
Commerce and Defense. We work with them and also with ODM. 
We are also working with industry to try to plan with them for the 
defense of their own facilities. We say “facilities self-protection” 
because we do not want it to. become confused with the old term of 
“plant protection’? that was used all during World War Il. That 
included security protection against subversive action, and things of 
that sort, which is the job of the Federal Bureau of Investigation. 
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=m hit on the title of “facilities self-protection,” which is an unusual 
title. 

Mr. Cannon. What coordination have you been able to achieve 
among the States in that work? 

Mr. WapswortH. We have not been working so heavily with the 
States except through State directors to have them encourage the 
industries within that State to follow along the general pattern that 
has already been issued by us in the technical manual for this kind of 
protection. 

Mr. Cannon. And the State directors are invariably sympathetic? 

Mr. Wapswortn. As far as we know. We have had no objection 
on their part at all. We also work with the National Association of 
Manufacturers, the United States Chamber of Commerce, the Nationa! 
Industrial Conference Board, and many other groups of this sort. 


HEALTH AND SPECIAL WEAPONS 


Mr. Cannon. The major portion of your funds requested for this 
item appear to be for research projects. 

Mr. Wapswortn. Yes, sir. 

Mr. Cannon. Why were they not included in the research program 
item? 

Mr. Wapswortu. It was felt wise not only by us, but by the 
Bureau of the Budget, to separate health and special-weapons research 
from all other types of research. It is done by different types of 
outfits. It is very difficult to contract with another Federal agency 
on the same kind of research program. So we have split those two 
items out, that is, the health and special weapons as opposed to the 
rest of the research program. 

Mr. Cannon. What funds have you expended on each of these and 
what have been the results? 

Mr. WapswortsH. How much have we expended? 

Mr. Cannon. In what amount? 

Mr. Wapsworta. On health and special weapons defense research, 
a total of $854,250. Most of it is in the blood and blood derivative 
studies, which was a transfer from the Public Health Service to us. 
That is $800,000 of that. 

Mr. Cannon. What control do you retain, or do you retain control 
over these programs and over the amount of money involved? 

Mr. WapswortaH. Well, we would ask either a scientific institution, 
or the Public Health Service, or the Army Chemical Corps, or any 
other group that we felt best fitted to conduct the research, to take 
the contract. Our control over that is purely administrative. We 
have a liaison person with them who keeps watch over it, and tells us 
how it is going and keeps them jacked up. 

Governor CaLpwELu. Of course, we determine the scope of the 
research. 

Mr. Wapswortu. Oh, yes. We draw the frame of reference before 
the contract is even considered. 

Mr. Cannon. To what extent is this work coordinated with the 
Federal Security Agency and the National Research Council? 

Mr. Wapswortu. I do not quite understand your question. The 
Public Health Service is the $800,000 item I mentioned on plasma 
and blood derivatives. 
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Mr. Cannon. You are talking about the amounts. 

Mr. WapswortH. Oh, our cost of control, you mean? 

Mr. Cannon. Yes. 

Mr. WapswortH. That is merely the salaries of the people who are 
keeping the accounts. 

Mr. Cannon. There is no overlapping there, is there? 

Mr. Wapsworta. No. 

Mr. Cannon. No duplication? 

Mr. WapswortuH. That is worked out with the Bureau of the 
Budget so that there must be no overlapping and no duplication. 


PUBLIC INFORMATION 


Mr. Cannon. Getting down to the public information, what 
methods are you using to inform the public of your program and how 
successful do you feel that vou have been in getting this over to the 
public? 

Governor CaLpwELu. We are using every conceivable means of 
getting the story to the public. The press—— 

Mr. Cannon. Of course, that is one of your prime objectives. 

Governor CALDWELL. That is the objective. Once we get the pub- 
lic informed we have no further troubles. The press, radio, television, 
and periodicals have been magnificent in their support. They have 
given us everything we have asked at no cost to us. The millions 
upon millions of booklets which we have prepared have been repro- 
duced by private concerns and local governments. About 50 million 
copies of those booklets have been reproduced and distributed to the 
public. The universities and institutions of education at all levels 
have been coming into the picture in an increasing degree of interest. 
They have been very helpful. 

Mr. Cannon. How successful have ‘you been in getting the people 
to do this work effectively? What is the background of the people? 
What is your minimum requirement in selecting personnel for this 
particular phase of your work? 

Governor CaLpWELL. That is, the people who do this work? 

Mr. Cannon. The people who do this work. 

Governor CALDWELL. It has been difficult to get the people who 
have a common-sense approach to these questions. 

Mr. Cannon. It takes a good deal of common sense along with other 
qualifications. 

Governor CaLpwELL. If it is a technical document the public is not 
going to read it. If it is wordy and involved they will not read it. 
It has been hard to hold presentations down to a few elemental 
questions; but on the whole our people are unusually capable. They 
have learned rapidly and they are doing a good job. It is a job that 
must be improved upon, but that improvement is apparent and 
growing. 

Mr. Cannon. What has been the function of your Alert America 
Convoys? 

Governor CaLpwELL. Seven bundred thirty-five thousand people 
have seen that exhibit and have learned the fundamental facts. 
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RESEARCH 


Mr. Cannon. To what extent are your programs coordinated with 
the National Research Council? 

Mr. Wapsworrn. It is worked out with the council and the othe: 
agencies involved, sir. 

Mr. Cannon. You are working with them ia complete accord and 
you are getting results? 

Mr. Wapsworrn. In research we are doing fairly well. We did 
not have a large amount for research work. We have got some very 
interesting and valuable results. 

Mr. Cannon. What funds have you expended to date on each of 
these projects? 

Mr. Wapsworrn. Health; we talked about it before, $686,480. 
That is for the straight research that we are now talking about. 

Mr. Cannon. What results are you getting, taking them one by 
one? 

Mr. Wapsworrtn. On public opinion and attitude surveys, we are 
getting some excellent cooperation and you may expect to see some 
very interesting results from the University of Michigan survey study 
group. Incidentally, the third one has just been completed. The 
urban-population study has been completed by the Bureau of the 
Census and that has been very useful to us ia determining where the 
industrial and commercial populations and the greatest concentration 
of population and density of population is. That has been good. 

The preliminary atomic-energy tests of $45,000 have not as 

et brought out enough material that we need, but it is moving along. 

he structure tests, Atomic Energy Commission, money has just been 
made available to them a short while ago and we are coordinating 
with the military and with the Atomic Energy Commission in a struc- 
tures test which, of course, will be held not right away. We will have 
to start construction, but that takes time. 

Mr. Tuomas. Do you make a contribution of $45,000 to the Atomic 
Energy Commission for research on the atomic-bomb test? 

Mr. Wapsworrtun. It is a preliminary toward the test. It is for 
administrative and other costs to rermburse them. 

Mr. THomas. What administrative costs? 

Mr. Wapsworrn. I am sorry I do not have those figures, but | 
can get them for you. 

Mr. Fouts. Research on the stuff that they have already dane. 
We are getting the benefit of that. 

Mr. Wapsworru. The clerical-type research of the tests they have 
already made that will have a civil-defense impact in them. 

Mr. THomas. They have already had that cataloged and digested? 

Mr. Fouuts. Not picked out just for civil-defense functions. There 
is a lot of stuff in there that we are not concerned with. 

Mr. Tuomas. Anyway, they ought to absorb it. 

(The matter referred to is as follows:) 
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Federal Civil Defense Administration, research and development projects, allocations 
operations, fiscal years 1952-63 








Allocation 





Fiscal year | Fiseal year 
1952 } 1953 








Research program projects: 


Operations research __ _. $330, 800 








Public attitude and opinion surveys_ - “ $16, 000 198, 500 
Panic and morale studies... .........-- buns ye eUSsss ante | 50, 600 
Urban population _..........-.- bail . ‘cities ; ‘ 43, 000 | 210, 000 
Structures test program: 
Preliminary AEC tests_......--.--.- eet at Bast aia 45, 280 j--.. z 
Structure test, AEC. __. ‘ 450, 000 2, 068, 000 

Warning and communications research _. . . 25, 000 100, 000 
Research on civil-defense aspects of widespread bomb damage . | 50, 000 |... .- 28 
Research and development of a technical manual on protective construc. | 

Ete: voted ot tie a * 50, 000 
Analysis of coincidence of population and industry__-..____- 7,200 |. 

Total, research program projects cop ? 686, 480 37, 000 

Health and special weapons defense-program projects: | 

Biological warfare defense... ........--..-----.--- i ‘ abuse ikhhecnbacewel 890, 000 
Radiological warfare defense. _- _- ay | 4, 250 10, 000 
Emergency hospital services 2 vie Ss allyl Saas ‘1 | 50, 090 
Blood and blood derivatives: Basic studies : 1 800, 000 809, 000 
Improvise emergency blood processing equipment development. _- 5th okseciaeeteiees: 200, 000 
Chemical weapons defense ____- . - - Secaheatatoe 3 50, 000 200, 000 

Total, health and special weapons defense - 54 2, 150, 000 

EN NT ERE IISE IE TIE SNARE REE Ie oS a 1, 540, 730 5, 107, 000 


1 Comparative transfer from Public Health Service. 


Mr. Cannon. What other Federal agencies besides the ones which 
the gentleman from Texas referred to, the Atomic Energy—what 
other Federal agencies are contributing to your operation, research, 
and in what amounts? 

Mr. Wapswortnu. The Bureau of the Census; by contributing— 
you mean services? 

Mr. Cannon. Either services or money. 

Mr. Wapswortu. We pay them for doing a certain job; $43,000, 
Urban Population, Bureau of the Census. Atomic Energy, $495,000. 
The Army Engineers who made the contracts for us with Lehigh 
University, $100,000. Analysis of population and industry; also 
Bureau of the Census, $7,200. The Public Health Service, as we 
said before, that is not a part of this thing, and the Army Chemical 
Corps, $50,000. 

Off the record. 

(Discussion off the record.) 


CONTRACTUAL SERVICES 


Mr. Forp. I would like to ask just one question, following along 
the same line I think you were pursuing. I gathered there had been 
some previous questions about these contractual services. I think 
Mr. Wadsworth itemized a few of them. Your page 6 says you are 
going to pay $8,807,520 for services performed by other agencies. 
The list I heard did not come anywhere near that. 

Mr. Fouts. The list you had, sir, was a list of schools. 

Mr. Wapsworrtn. I read a list on research. 
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RESEARCH 


Mr. Cannon. To what extent are your programs coordinated with 
the National Research Council? 

Mr. Wapsworrn. It is worked out with the council and the other 
agencies involved, sir. 

Mr. Cannon. You are working with them ia complete accord and 
you are getting results? 

Mr. Wapsworrn. In research we are doing fairly well. We did 
not have a large amount for research work. We have got some very 
interesting and valuable results. 

Mr. Cannon. What funds have you expended to date on each of 
these projects? 

Mr. Wapsworrn. Health; we talked about it before, $686,480. 
That is for the straight research that we are now talking about. 

Mr. Cannon. What results are you getting, taking them one by 
one? 

Mr. Wapsworrs. On public opinion and attitude surveys, we are 
getting some excellent cooperation and you may expect to see some 
very interesting results from the University of Michigan survey study 
group. Incidentally, the third one has just been completed. The 
urban-population study has been completed by the Bureau of the 
Census and that has been very useful to us ia determining where the 
industrial and commercial populations and the greatest concentration 
of population and density of population is. That has been good. 

The preliminary atomic-energy tests of $45,000 have not as 

et brought out enough material that we need, but it is moving along. 

“he structure tests, Atomic Energy Commission, money has just been 
made available to them a short while ago and we are coordinating 
with the military and with the Atomic Energy Commission in a struc- 
tures test which, of course, will be held aot right away. We will have 
to start construction, but that takes time. 

Mr. Tuomas. Do you make a contribution of $45,000 to the Atomic 
Energy Commission for research on the atomic-bomb test? 

Mr. Wapswortu. It is a preliminary toward the test. It is for 
administrative and other costs to reimburse them. 

Mr. THomas. What administrative costs? 

Mr. Wapsworrn. I am sorry I do not have those figures, but | 
can get them for you. 

Mr. Fovuts. Research on the stuff that they have already done. 
We are getting the benefit of that. 

Mr. pera mana The clerical-type research of the tests they have 


already made that will have a civil-defense impact in them. 
Mr. Tuomas. They have already had that cataloged and digested” 
Mr. Foutts. Not picked out just for civil-defense functions. There 
is a lot of stuff in there that we are not concerned with. 
Mr. Tuomas. Anyway, they ought to absorb it. 
(The matter referred to is as follows:) 
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Federal Civil Defense Administration, research and development projects, allocations 








operations, fiscal years 1952-53 
Allocation 
Fiseal year | Fiscal year 
1952 | 1953 
Research program projects: 
Operations research _.___...-- aes F ae , $330, 800 
Public attitude and opinion surveys. __--- s AEST 2 $16, 000 198, £00 
Pema ae TnOribe alanis... ois cook a cess See ens oa. (teins 50, 000 
Urban population ___.......--- seakls Seadnctipe ate aes hike Hkh vib 43, 000 210, 000 
Structures test program: 
SIS et SER a SPS? EN ce, eee ee” tae eee 45, 280 |. . ae 
Structure test, AEC.__. : “ 450, 000 2. 068, 000 
Warning and cominunications research . -- ; } ag : 25, 000 100, 000 
Research on civil-defense aspects of widespread bomb damage. eae 50, 000 
Research and development of a technical manual on protective construc- | 
tion... AEP Sr apa Natt noe vl Sar pie 50, 000 
Analysis of coincidence of population and industry___-. kusece | 7, 200. |... 
Total, research program projects uaa ‘ . : | 686, 480 2, 957, 000 


Health and special weapons defense-program projects: 


Biological warfare defense. _..__.._. oy Beit Pi YRS ROE EBT Ke. SON Cy oie 890, 000 
Radiological warfare defense. _- etl : ‘ kis 4, 250 10, 000 
Emergency hospital services -........-...-..------.-.---- ? cope Sel | 50, 090 
Blood and blood derivatives: Basic studies _--_____- . fa aa | | 800, 000 809, 000 
Improvise emergency blood processing equipment development. _- itn 6 ciekeja beeen 200, 000 
Chemical weapons defense__.__,-._.......---_--- so on 50, 000 200, 000 


Total, health and special weapons defense 2, 150, 000 





Nee a ee dime ieoell 5. 107, 000 


1 Comparative transfer from Public Health Service. 


Mr. Cannon. What other Federal agencies besides the ones which 
the gentleman from Texas referred to, the Atomic Energy-——what 
other Federal agencies are contributing to your operation, research, 
and in what amounts? 

Mr. Wapswortu. The Bureau of the Census; by contributing— 
you mean services? 

Mr. Cannon. Either services or money. 

Mr. Wapswortu. We pay them for doing a certain job; $43,000, 
Urban Population, Bureau of the Census. Atomic Energy, $495,000. 
The Army Engineers who made the contracts for us with Lehigh 
University, $100,000. Analysis of population and industry; also 
Bureau of the Census, $7,200. The Public Health Service, as we 
said before, that is not a part of this thing, and the Army Chemical 
Corps, $50,000. 

Off the record. 

(Discussion off the record.) 


CONTRACTUAL SERVICES 


Mr. Forp. I would like to ask just one question, following along 
the same line I think you were pursuing. I gathered there had been 
some previous questions about these contractual services. I think 
Mr. Wadsworth itemized a few of them. Your page 6 says you are 
foing to pay $8,807,520 for services performed by other agencies. 
The list I heard did not come anywhere near that. 

Mr. Foutts. The list you had, sir, was a list of schools. 
Mr. Wapsworrtn. I read a list on research. 
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Mr. Foro. You will put the rest in the record showing how the 
total $8,807,520 results? 

Mr. Fouuis. You want a breakdown of what we anticipate? 

Mr. Forp. I think it ought to be justified. 

Mr. Wapswortn. Contracts with General Services Administration. 
all kinds of services for which we would have to reimburse. 

Mr. Forp. That is all. 

(The information requested is as follows:) 


Federal Civil Defense Administration Detail of Other Contractural Services 
(Exclusive of services performed by other agencies) 


Tele gphene companies (TW X-Network)_________- tai ig vie Og pa $508, 000 
and T. (microwave) -__- 84, 000 
Sdiccamanontee contracts for installation superv ision and mainten- 
ance of communications equipment. __________...-...__-____- 2, 700 
Contractual operation of warehouses (labor, services, and fees) _ _ ~~ 1, 756, 020 


Contract work for audio visual aids, motion pictures, TV shows 


Sr I a TORO oe ee ee 343, 600 
Teacher workshops OD) oo = naa nen ai ea WGI i 7, 500 
Special CD courses in selected educational institutions. _____- 32, 000 
PURO ENnn NW NYR. Soe ask Sg ee ee 12, 000 
Secondary and elementary teacher education econtract____._-- 7, 000 
Study contracts with universities in the development of course 

mate is CD training: .. =. eee 30, 000 
Institute teams, training aides, and maintenance_____..._-~-- 212, 775 
Trainiem echool contracts... . ook 5 eee bere he ek kk 366, 125 

Repair and maintenance of regional office equipment and furniture 
(average of $400 each for nine regional offices) _____.._.___-_-- 3, 600 

Miscellaneous services such as contract stenographic services for 

conferences, photographic services, and contingencies (average 
of $2,375 each for nine regional offices)_____............._---- 21, 400 
Radiological defense projects... .........-.-.---------------.-- 75, 000 
Emergency hospital services project___....-....---------------- 50, 000 
Blood and blood derivatives projects_._-_._-.------------------ 1, 000, 000 
Chemical warfare defense project._.___.__......-..---.------.-- 200, 000 
Rr es i os eu i Te ace enue 59, 000 
SIND 6 ii is a so ce wc k Selo de coud Avie aiaielne 100, 000 
Nee eee  edan inlet uhiams autmmmbaece 411, 500 
IE EE ne nn ee See gee eee 55, 500 
WUpamUOW A i Lek a SUC Le a a eK He 120, 000 
peengeeen oft V nrograms).c vises ooo ekd ee itech cuecaia 39, 000 
TONGS EOE EE LON TOES TOE Di RA EL EY a 75, 000 
Sy ee he 275, 000 
Advertising Council 6 ASE SOME aS: SECM REBT 50, 000 
Sees A ek EE Se a eee ee PO Se 50, 000 
Mp Shires Si eo ci 5 ois. eas ee eee eer 25, 000 
See Teese EUOOTG) sk eck ci eee ue Sea 25, 000 
ONS SSeS RESET ee oak guar ren Nome ne Geter sees Sn le 16, 000 
a ag eet aE aOR, i SR PS SA SCT apn 20, 000 
Self-training aids and evaluation materials__.........._..-.. 2 - 33, 000 
Conn INO Co 555 ek Se Ea eae et 330, 800 
Public attitude and opinion surveys Ee ORS ee ee eae 2c pa eee 198, 200 
ee ES LAGAN GOEL L ET, SLES ALTER DE RET 50, 000 
AGE SS DEEL PER IOLA IDL LIER IR I ea 210, 000 
Eg ep A pk ogy, FS ai aM pe Ape a get ha A alae 1, 792, 800 
Warning and communications research and development- - - - --_-- 100, 000 
Repair and maintenance of departmental furniture and equipment. 4, 800 
Automotive equipment contracts _-..._...-.-..---...--+------.-. 13, 200 
Services from GSA—trucks and laborers___.__...-......----.--- 24, 000 
Miscellaneous, involving repair and maintenance - --_._-..-.------ 18, 000 
Tete clicwins Ja. deeb 6 ee hse dal Mics Gaia i. ig 8, 807, 520 











Poe coe eee 


335 Aurea 


Marth Gatc haa sar eR te 


to 


} 


unc 
dis 

) 
con 
the 
the 
hin 
you 


Pol 
} 
offi 


age 
anc 
is 1 
tha 
cat 
mi 

) 
the 
the 
of 


hay 
tra 
the 
tha 
me 
ord 
hay 
fee 


wh 
wh 
pro 


org 
wh 
pai 
anc 
wh 
in | 
tion 


es bad bd iit 





ee ee ee Se ee ee 


a 


35 





EXECUTIVE DIRECTION 


Mr. Cannon. What is the relationship between the various offices 
under this item and the operational programs such as we have been 
discussing here? 

Mr. WapswortnH. They are the top executives of each of the offices 
conducting a program, but they are the executive side of it and not 
the working-staff-level side—their immediate office. For instance, 
the Assistant Administrator for Management, Mr. Rehlaender, has 
himself, his deputy, and two secretaries. That is the kind of thing 
you will find in executive direction as opposed to the program areas. 

Mr. Cannon. What is the function of the Office of Plans and 
Policies? 

Mr. Wapswortn. The Office of Plans and Policies is largely the 
office that pulls together and coordinates all programs for the entire 
agency. In that connection, it has with it tactical and intelligence 
and program coordination—things of that sort. But its main job 
is to pull together programs, particularly those that embrace more 
than one office within the agency, to make sure that there is no dupli- 
cola, overlapping, to make sure that both offices are right down the 
middle. 

Mr. Cannon. How do those functions compare with the Office of 
the Administrator and the Deputy Administrator? Why could not 
the Office of Administrator and the Deputy Administrator take care 
of such functions? 

Mr. Wapsworrx. We conceive it to be better administration to 
have most of the tangles ironed out before they come to the Adminis- 
trator for final determination in the matter of policy, particularly in 
the matter of whether or not to decide to go into a program, rather 
than have the Administrator sit as a judge over elements in disagree- 
ment within the agency. We feel that Plans and Policies will co- 
ordinate these and come up with a final recommendation rather than 
have the Administrator be forced to sit through all the discussions; we 
feel it is better administration that way. 











FEDERAL CONTRIBUTIONS 


Mr. Cannon. Taking up the question of Federal contribution, 
/ what is your touchstone, what is the basis upon which you determine 
_ whether or not a project is a Federal project, or partially a Federal 
project? What is the line of demarcation? 

Mr. Wapswortn. The basis that we have here is what we define as 
organizational equipment, as opposed to personal equipment which is 
wholly paid for’ locally, or emergency reserve stock which would be 
paid for by the Federal Government. This means equipment over 
and above the normal peacetime requirements of a community and 
which will be used primarily for civil-defense purposes. It is defined 
in the act. That is what all these programs here under ‘“Contribu- 
tion” are; they are organizational civil-defense equipment. 

Mr. Cannon. What amount of funds have the States contributed 
to matching Federal funds up to this time. 

Mr. Wapsworts. Funds available for matching in 1953? 

Mr. Cannon. We would like to have up to this time. 

Mr. Wapsworta. $39,414,096. 
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Mr. Cannon. And what State funds are available for matching the 
funds proposed to be provided in this bill, in this estimate? 

Mr. Wapsworrtn. It is sometimes very difficult to figure out from 
a State appropriation report exactly what is available for what pur- 
poses. We can get it and break it down insofar as we possibly can, but 
that $39-million figure is a firm figure not including any funds appro- 
priated by States for matching for shelter. 

Mr. Cannon. You may supply that for the record. 

(See table on p. 16.) 

Mr. Cannon. As I understand it, in some States, they must await 
a session of the legislature before they can do that. 

Mr. Caupweui. Mr. Chairman, the States and the cities will 
withhold the appropriation of funds until the Federal funds are 
available. 

Mr. Cannon. Well, now, that is true of both the States and the 
larger municipalities. 

Mr. CaLpwe.u. Further, in that connection, it takes them some 
time after the Federal funds are made available to secure their own 
funds. ‘Taxes have to be raised; appropriations have to be made, and 
you cannot expect them to move too rapidly; but they are not going 
to move until they see the Federal money on the barrel. 

Mr. Cannon. For example, to be specific, what is the situation with 
regard to Chicago and New York in that respect at this time? 

Mr. Catpwetu. What is the situation in New York or Chicago? 

Mr. Cannon. How much money we made available. 

Mr. Wapswortu. We have it by States. 

Mr. Cannon. You could not give us something definite and specific 
on those two cities? 

Mr. Wapswortu. Not the cities. 

Mr. Cannon. Suppose you supply that; will you? 

Mr. Wapsworrn. So many times, Mr. Chairman, a city council or 
somebody will make a lump-sum appropriation for health, welfare, 
and so on, and then they take part of that and put it into civil defense 
as a protective measure. 

Mr. Cannon. Putting it another way, how many of these cities 
have refused to make money available for this purpose? Is that a 
general or an exceptional instance? 

Mr. Wapsworrn. Exceptional. The State of Arkansas, for in- 
stance, has made no appropriation for it. 

Mr. Cannon. On what grounds has the State of Arkansas refused 
to cooperate? ; 

Mr. Wapswortu. The legislature refused to pass a civil-defense 
law and refused to appropriate any money for the purpose. 


FIRE-FIGHTING EQUIPMENT 


Mr. Cannon. What control do you retain, say, over fire-fighting 
equipment? What control do you retain once you turn it over to the 
State? 

Mr. WapswortsH. Once you turn it over to the State, the State 
takes title. We have a system of spot-check inspection to make sure 
it is being used properly. It would not be a close inspection. It 
cannot be. We would not have the staff to do it. 

(Discussion off the record.) 
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Mr. Cannon. Governor, what assurance could you give the com- 
mittee here that equipment so provided, fire-fighting equipment as an 
example, will be used solely and wholly for purely civil-defense pur- 
poses? 

Mr. Wavsworrn, Before we approve the funds for contributions 
for any such equipment, we require the signing of an affidavit by the 
authorized person within the State, which is usually the State civil- 
defense director. In the event that the city is participating finan- 
cially with the State in such equipment, we also require the signature 
of the proper officer of the city that such equipment will be used for 
purposes as specified in the contract, which is primarily civil defense. 

Mr. Cannon. You have no reason to believe that in any instance it 
was used for any other purpose? 

Mr. Caupwe .t. | think you can depend upon that. Further, we 
require a showing that that equipment is equipment which is needed 
over and above their normal requirements. We will not provide 
matching of funds for equipment which will simply bring their com- 
plement up to a normal need. We are supplementing for needs over 
and above-the normal. 


RESCUE-TRAINING FACILITIES 


Mr. Cannon. Your rescue-training facilities—where will your rescue- 
training facilities be located? 

Mr. Wavsworrn. There will be what we call an elementary or 
worker rescue-training course at each of the three Federal training 
schools. 

Mr. Cannon. Rescue-training facilities, used in training purposes. 

Mr. Wapswortu. In the training part of the ‘Contributions’ 
item? 

Some of them will be handled by the State entirely without any 
regard to the city. For instance, New York State now has a rescue- 
training facility near Albany. Most of them, we believe, will be 
right at the major cities, who will put up their half of the meney to 
build it. They will be right in vacant lots in and around the cities. 


FEDERAL PURCHASE OF EQUIPMENT 


Mr. Corron. This is a point that disturbed me most last year, and 
I want to ask the Governor and his associates about it this year, 
because I may be all wrong. It has seemed to me that, when you 
reach the point of determining how to use Federal funds to buy 
equipment, We are opening up an extremely dangerous subject and 
we are starting on a long road. You have mentioned, Governor— 
and I can quite follow you—that the States and cities are waiting and, 
as a general proposition, they are not going to start making appropria- 
tions, furnishing money, until they see what the Federal Government 
is going to do. It has been my experience in the past that one sitting 
on the other side of the fence, back in the States and in the towns, 
has a feeling, ‘‘ Well, if the Federal Government eventually is going to 
help buy equipment, why, we must not go buy some now because 
somebody else will get the benefit; so, let us wait.” If you start 
buying or contributing toward fire-fighting apparatus, for instance, 
the first thing that bothered me is: Where is this going to be placed? 
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In other words, if fire-fighting apparatus is purchased purely for a 
bombing emergency, and is placed out in the country to “ rushed in 
if a city is bombed, I can understand that; but, if it is going to be 
attached to the regular city fire department and housed with the rest 
of the apparatus, why, then, when the bomb comes your apparatus is 
gone. That has been one thing that I wanted to ask about. The 
second thing is this: The minute that the word gets out that the 
Federal Government is contributing for that sort of apparatus, every 
Congressman in Washington begins to get letters from every city in 
his district wanting to know where his fire engine is, and we are only 
human and we worry about that. You have been through that, 
Governor. 

When it comes to medical supplies, when it comes to equipment for 
training, that sort of thing does not disturb me. But this matter of 
getting into the field of Federal funds for equipment, it has seemed to 
me if the word went out that they were never going to get it—for 
instance, for fire-fighting apparatus—so that the cities can say, 
‘‘We know what the score is now; we know that is one thing we have 
to buy ourselves.’’ Perhaps that would be healthy for the program. 
Would you comment on that? 

Mr. Catpwetu. Yes, sir. As background, it may be well to remind 
the committee that many communities—Chicago is one—feel that 
any defense against an enemy attack should be national defense. 
They feel they should not be called upon to incur extraordinary 
expenses to defend themselves against a national attack. 

I recognize full well that, once you open the door to any sort of 
matching program, you will be subjected to pressures. We have had 
many requests to match equipment for communities which do not 
meet the yardstick of need as we have conceived it and as we had to 
conceive it because of a shortage of money. We have been definite 
in our views. In the first place, the community entitled to matching 
funds must be classified as a critical target area. Next, the equip- 
ment must be equipment over and above normal requirement. Next, 
it must*be housed and manned by people who will not be within the 
target area when the attack occurs. 

Now, I am not sure what you can do about it. The basic act 
requires the matching of what is called organizational equipment. 
Had the act not required matching, some cities would have proceeded 
on their own resources but most of them would have done nothing in 
that direction. I think you will have to match equipment for certain 
categories of communities or repeal that part of the act. Under 
present circumstances, if you decline to provide the money for match- 
ing, they will take the position that the Congress feels there is no 
danger, and they will not strain their resources to buy on their own. 

So, as it stands, I think you are almost forced to make the con- 
cession and provide some money for certain items of equipment for 
the critical target areas. 

Now, that is and should be a nonrecurring item. Once it is done, 
you should not be called upon to replace it. On the completion of the 
basic and fundamental program of organizational equipment, you 
should write “finis” and let the cities carry that burden from there on 
out. But, as of this time, I think you must provide some money for 
organizational equipment. 
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Mr. Corron. Thank you. What is requested in this particular 
estimate, however, would appear to be only a very small part of the 
total? 

Mr. CaLpwe tv. It would bring us up to 41 percent, I believe, of the 
total. 

Mr. Corron. All that you would ultimately expect to get. 

Mr. CALPWELL. Yes, sir. 

Mr. Corron. We could be reasonably sure the whole total that 
would ever be asked in that particular field would only run a little more 
than twice what is in this budget. 

Mr. Catpwe tt. That is right. When you have done that, you will 
have done your job. Most of these things we are talking about are 
nonrecurring items. You ought never to have to replace the stock- 
piles of medical supplies and essential equipment. In nearly every 
case, arrangements have been made to renew the perishable items. 
After they have been in a stockpile a certain period of time, they will 
be drawn out and put in the ordinary channels of commerce and be 
replaced with fresh stocks. Once these capital outlays are made, 
then you should be through, and civil defense will cost a nominal 
figure to keep alive and going. 


EMERGENCY SUPPLIES AND EqQuiPMENT 


MEDICAL STOCKPILE 


Mr. Cannon. What medical supplies have you stockpiled up to this 
time? 

Mr. Catpwe.u. Yes; in connection with the matching program, I 
urge that you give us a 2-year limit. We can spend the money more 
wisely and we can do a much better job if we do not have to rush. 

Mr. Cannon. You would like a 2-year deadline? 

Mr. CaLpweE tu. Yes. 

Mr. Cannon. Now, what medical supplies have you stockpiled up 
to this time? 

Mr. Wapsworts. There is $50 million out of the 1952 stockpiling 
appropriation plus nearly $9 million left over from the $20 million fund 
given us under the supplemental appropriation in 1951, not matched by 
the State. 

Mr. Cannon. That aggregates—— 

Mr. Wapswortn. About 58.7 million. 

Mr. Cannon. And have you retained a certain amount of control 
over all of that material? 

Mr. Wapswortu. We have full control over that. That has, of 
course, not all been delivered yet, but all those funds have been 
obligated. 

Mr. Cannon. What are the activities of the Bureau of Narcotics 
in the medical supply field? Narcotics, as I understand it, is one 
of your most essential items. 

Mr. WapswortuH. We do not have narcotics in the stockpile. 

Mr. Cannon. None at all? 

Mr. Wapswortna. No, sir. 
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Mr. Cannon. Well, for obvious réasons you have avoided that, then; 
but in the event of need, how would that be supplied? That is one 
of the most essential needs. 

(Discussion off the record.) 

Mr. Cannon. What other Federal agencies are contributing to 
stockpile by this, besides the Bureau of Narcotics? 

Mr. Wapsworts. All of the purchasing is being made by the Armed 
Services Medical Procurement Agency. 

Mr. Cannon. That is a central procurement agency? 

Mr. Wapswortn. For the military. 

Mr. Cannon. That serves the entire armed services? 

Mr. Wapsworru. Yes, sir. The agriculture stuff is not in the 
stockpile. 
WELFARE SERVICES 


Mr. Cannon. How are you planning the use of local eating estab- 
lishments, hotels, lodging houses, in your welfare-service program? 

Mr. Wapvsworrn. That is being done at the local level, Mr. Chair- 
man. It is under our emergency welfare-services handbook. All 
local people are urged to make complete surveys and studies of their 
eating facilities, such as restaurants and hotels and so forth, getting 
them tabbed and ready and organized to go to work when the need 
comes. But that is a local situation and not one for the Federal 
Government. 

Mr. Cannon. A local situation which, however, is being supplied? 

Mr. Wapswortu. In a good many cases they have already done it; 
yes, sir, but in some cities they have not completed it vet. 

Mr. CALDWELL. In many of the instances the restaurant and hotel 
people are serving the local civil-defense directors in that capacity 
and they are providing for—— 

Mr. Cannon. They are part of the organization. 
Mr. CaLpweE Lt. Yes, sir; and they are doing a good job. 
ENGINEERING SERVICES 

Mr. Cannon. Now, we have had a good bit of discussion, at least 
we had considerable discussion about this lightweight steel-pipe 
supply. What are your plans for the procurement of lightweight 
steel pipe which you are requiring in this estimate here? 

Mr. Wapswortu. Plan for procurement. 

Mr. Cannon. Page 118. 

Mr. Wapswortn. We have been assured that the type of steel 
embraced by this item will not be in such short supply ‘hat we will 
have any trouble at all. 

Mr. Cannon. Is that a recent development? 

Mr. Wapsworta. No, sir. 

Mr. Cannon. You have been assured of that. 

Mr. Wapswortu. For quite a few months we have had that. The 
pipe we have already procured is coming through in very good shape. 
It is not difficult to get at all. 

Mr. Forp. May I ask a question at this point? Last year in the 
justifications there was a request for 16-inch pipe, steel pipe, as well 
as 8-inch. What happened to the 16-inch? 
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Mr. Wapswortn. As we proceeded to purchase pipe with 1952 
funds, we found it unsound for this period, to acquire any but the 
8-inch size. 

Mr. Forp. Did I not see a notice in one of the local papers several 
days ago that you had acquired some pipe and had sent it to the var- 
ious areas throughout the country? 

Mr. Wapsworta. Some has been delivered, yes. Some cities have 
bought on their own, we are given to understand. I saw one news 
item I did not recognize as being one of ours and I found that it was 
a local purchase. 

Prorective Faci.ities 


Mr. Cannon. We come now to the last and to the largest item in 
your estimate and that is protective facilities. I see that you are 
asking here for a quarter of a billion dollars. Is that your total 
estimate of requirements for such? 

Mr. CaLpwELL. No. 

Mr. Cannon. Shelter service is merely a part of that estimate. 
What is your total estimate for shelter, sir? 

Mr. Wapsworrs. Total estimate for all protective facilities, a 
total program which would be in the nonrecurring category is $1,868,- 
600,000, half of which is Federal and the rest State and local. That 
is the total program over the long pull. In this request we are asking 
for merely a start on that, practically none of which would be new 
construction. It would all be modification. 

Mr. Catpwe tu. Before you get into detail, I am sorry Mr. Thomas 
is not here now because I wanted to comment on this. 

Mr. Cannon. I believe it will be impossible to reach him now but 
if you will supply this for the record. 

Mr. Catpwe.u. I wanted to say this about his experience in Ham- 
burg. Hamburg, of course, lost 63,000 people. 

Mr. Cannon. In what space of time? 

Mr. Catpwe.i. During the war. They lost 63,000 people. One 
A-bomb in 1 minute on an unprotected city will kill, well over twice 
63,000 people. 

Mr. Cannon. What was the record? 

Mr. Catpwetu. Roughly 75,000 at Nagasaki and the same at 
Hiroshima. 

Mr. Cannon. How many died at Rotterdam in that brief period? 

Mr. Catpwe.u. I am not sure about Rotterdam, but in Hamburg 
63,000 is the figure. 

They lost many people in the shelters in Hamburg, according to 
my information, because the fire storm which swept the city destroyed 
the oxygen content of the air in the closed areas; the people both in 
and out of shelters perish if that occurs. It is imperative that some 
simple beginnings be made on the shelter program. There are too 
many vital people in the congested industrial areas who are unpro- 
tected. They must be safeguarded if we expect them to stay on the 
job and keep the plants going. 

Mr. Cannon. How much do you think should be provided for that 
purpose? What would be the minimum? 

Mr. Catpwetu. I think the requested appropriation is the mini- 
mum. This beginning should be made and it should be made with 
the priorities indicated. First we must determine what shelter is 
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available, next you determine what existing buildings can be strength- 
ened and made reasonably safe. Next, carry out necessary modifica- 
tions, and, finally, provide such shelters as may be imperatively 
‘needed in highly congested and vital areas. All these expenditures 
will have to be matched by the local communities. I believe it is 
extremely important. 

Mr. Cannon. Without Federal contribution. 

Mr. Catpwetu. With Federal contribution. Federal funds will 
have to be matched locally. I think the Congress should say: ‘‘we are 
providing some shelter money; whether you match it or not is your 
responsibility.” 

Mr. Cannon. You think $250 million must be provided for that 
purpose? 

Mr. Catpwe.t. I think $250 million should. 


BASIS FOR PROTECTIVE FACILITIES REQUEST 


Mr. Cannon. What is your basis of computation? Why do you 
arrive at $250 million? 

Mr. Wapswortn. That is a more or less arbitrary figure to start 
with. However, we work out per capita costs of sheltering people and 
minor improvements and major improvements, The statistics of that 
will be found on page 127. 

Mr. Cannon. On that basis, the number would vary widely with 
different cities? 

Mr. Wapswortu. Not very much except that a city which has very 
dense populations in nonmodern congested areas, such as, for instance, 
the Harlem area in New York City, the modifications there would be 
much more expensive than a modern office building section. You 
would have to do more strengthening, more beefing up. But as a 
general thing, minor modifications come to about $10 a square foot. 
As you can see, taking the several million dollars we asked for modi- 
fication, plus the $6,700,000 for engineering surveys, you come out 
with what we believe will shelter over 10 million people. 


TYPES OF SHELTERS 


Mr. Cannon. Now, starting, as you say, at a very moderate rate, 
what type of shelters should be provided? 

Mr. Ca.Lpwe tu. The first step would be to modify the existing 
building. 

Mr. Cannon. Start with what you have. 

Mr. CaLpwWELL. Start with what we have. How much of that 
will be done, we do not know, How much New York City will pro- 
vide we do not know. I believe they have already set up $26 million. 

Mr. WapswerrH. New York City has a $15 million program now 
in strengthening and extra tunnels in the existing subway system 
which will provide additional shelter for roughly half a million people. 

Mr. Cannon. What detailed information do you have at the present 
time as a basis for this estimate? 

Mr. Wapswortu. -We have detailed engineering information as to 
how best to strengthen certain types of structures. We have issued 
a manual on that. 
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Mr. Cannon. That is based upon experience abroad or observa- 
tion? 

Mr. Wapswortna. Largely, engineering studies. Also, some of the 
strategic bombing survey of Japan. 

Mr. Catpwetu. About a year ago, we assembled 15 or 17 of the 
outstanding engineers and architects in private practice around over 
the country, supplemented by the best we could find in the Govern- 
ment to come up with what we thought were common-sense yardsticks. 

Mr. Cannon. You did not especially take into view the experience 
of European cities? 

Mr. CaLpwELu. No, sir, because we have a different situation here. 
Most of the buildings in London are the old-fashioned load-bearing 
walls. Here we have more reinforced concrete. We have a different 
structural picture over here, a more favorable one. Of course, there 
are areas in all of the cities where the buildings are not well constructed 
and will not withstand the blast. But it is our job to identify those- 
and to tell the people that this building is not safe or that building 
is relatively safe. We cannot say that any building is safe. But we 
can at least draw a line and say that this one is safer than that one. 












DEVELOPMENT OF MASTER SHELTER PROGRAM BY THE STATES 





Mr. Cannon. We must start in the States and it must start with 
the individual cities. What steps have any of the cities taken toward 
developing a master shelter program? 

Mr. Wapsworra. A very good start, Mr. Chairman. We have 
sent representatives to some seventy-odd cities to explain our plan of 
how to survey the dense population areas, how to measure the build- 
ings to discover those that are relatively safe. Twenty-two of the 
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major cities are conducting or have just completed their own surveys 
» at their own expense. That is just the preliminary measurements. 
~ + That is not what we 
, a Mr. Cannon. They appreciate this responsibility in this respect? 
a Mr. WapswortH. Some of them are. New York is starting its 
- major survey now. 
4 STATE MATCHING FUNDS FOR SHELTER PROGRAM 
4q Mr. Cannon. What steps have the States or cities taken toward 
~ | making available for matching funds money to match the funds that 
"| ~you request in this estimate? 
3 Mr. CaLupwe tu. I think a total of $26 million. 
+ Mr. Wapsworrtu. New York State has $25 million and the city 
. = has put up $3% million. bite 
; Mr. Cannon. The sum total up to this time. 
Mr. Wapsw Yes, sir; there are also funds in s f th 
w |  .r. Wapswortu. Yes, sir; there are also funds in some of the 
m | ities, which may be so used but are not so earmarked. | 
. a Mr. Cannon. There will be a material increase in that in the coming 
.t year now that the program is started? 
, Mr. Wapswortu. Once the survey is completed and the people see 
bo the problem facing them I feel quite sure they are going to get up 


and do something about it but until they know what the problem is, 
they would be rather silly to say let’s make an appropriation. 
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ACTIVITIES OF OTHER GOVERNMENTAL AGENCIES IN THE SHELTER 
PROGRAM 


Mr. Cannon. What is available from other governmental agencies 
for carrying out a shelter program? What help from other Govern- 
ment agencies? 

Mr. Catpwe.u. None, I would say, offhand. 

Mr. Cannon. Depend on you entirely, then; it is up to you to 
carry the ball? 

Mr. Wapswortnu. Yes, sir; that would seem to be it. 

Mr. Cannon. Has the RFC loaned any money for this purpose? 

Mr. Wapsworrtu. No, sir; not vet. 

Mr. Cannon. Has any application been made? 

Mr. Wapsworru. It has no request for bomb shelters. They 
have had requests under our account for hospital construction. 

Mr. Cannon. Would you consider hospital construction as part of 
this program? 

Mr. Wapsworrn. Not part of the shelter program; no, sir. 

Mr. Catpwe.i. No, but if the hospital makes provision for 
shelters, it is entitled to consideration by the RFC for certain loans. 


FCDA CONTROL OVER SHELTER FUNDS 


Mr. Cannon. How much control do you propose to retain over 
the expenditure of these funds after they have been matched? 

Mr. Catpwe.i. There will be a detailed requirement, but sub- 
stantially, the shelter must be in a place where it is needed and which 
meets certain yardstick requirements. 

Mr. Corron. You will have to approve the project before it starts? 

Mr. Catpwetu. We would have to approve each project before it 
starts and it would have to conform to certain necessary requirements, 

Mr. Corron. So that if some city, for instance, had a pet project 
for an underground garage or storage space and thought this would 
be an opportune time to get some Federal funds, you would be in a 
position to check it? 

Mr. CaLpwe.u. Yes, sir; we would not only check it as to location, 
but we would check it as to economy of the expenditure of funds and as 
to meeting certain standards. If they wish to spend more than we 
thought the yardstick required, we would only match up to a given 
point. 

Mr. Corton. Thank you. 

Mr. Forp. You would not approve any individual project until the 
entire city or community had been surveyed, is that correct? 

Mr. Catpwe tt. I do not know that that would follow. If we on the 
basis of our knowledge believed that the location was the right location 
and that the plans were sound plans, we would not require a complete 
survey before it was approved. 

Mr. Wapvswortn. Generally speaking, we ask for the master plan. 
However, there would be possibilities of additional situations, For 
instance, if they wanted to do something over here at the Union 
Station where there might be a large number of people at any given 
time and not a Government building, we could probably do that 
without regard to the rest of the master plan for the District of 
Columbia. : 
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Mr. Forp. Is there any city that has a completed master plan at 
the present time? 

Mr. Wavsworts. Not that I know of. 

Mr. Forpv. When you expect the first one to be completed? 

Mr. Wapsworrtu. I am afraid we would have to go to our shelter 
experts for that, Mr. Ford. I hate to give a date, but I do know that 
these 22 cities have been working pretty hard on it. Philadelphia 
is well on the road to completion. They have virtually completed the 
survey, but when they come up with a plan is another thing after the 
survey. 

Mr. Forp. There is another step after the survey, namely, the pres- 
entation and preparation of plans. 

Mr. Wapswortn. That is correct. 

Mr. Forp. Has any community actually come forward and asked 
for funds for a particular project? 

Mr. Wapswortn. New York City has, informally, because we had 
no funds to match with them anyway but they have submitted their 
plan to us, this $15 million plan I spoke of. 

Mr. Forp. They have had a survey and they now have specific 
plans. 

Mr. Wapsworta. That is not as a result of a master plan; that is 
their first step toward a master plan which they thought they would 
do first—first things first—the subways were there; they do put their 
modification and strengthening and at least get shelter for the half 
million people started. 

Mr. Cannon. Governor, this has been a very satisfactory hearing. 
You have made a very effective presentation, I think one of the most 
effective presentations that has been made before this committee for 
some time. I am not so certain what we can do about it, but you 
have certainly presented it in a very favorable light. 

Mr. Catpwe.t. Thank you, Mr. Chairman. I always feel as if I 
am on the wrong side of this table. 

Mr. Cannon. We always have a feeling that you should be on our 
side. It is hard to overcome old associations. 

Thank you so much. 


















Fripay, JUNE 13, 1952. 


New York State Civit Derense PROGRAM 
WITNESSES 


LT. GEN. C. R. HUEBNER, DIRECTOR, NEW YORK STATE CIVIL 
DEFENSE COMMISSION 
COL. WILLIAM 8S. CHAPIN, DEPUTY DIRECTOR, NEW YORK STATE 
CIVIL DEFENSE COMMISSION 


Mr. Tuomas. We have the pleasure of having with us this morning 
one of our old and distinguished friends, Lt. Gen. C. R. Huebner, who 


is now director of the New York State Civil Defense Commission. 
: panes ; ode : 
Col. William S. Chapin is associated with General Huebner. 
General, if you have a statement, we will be delighted to hear from 
you. 
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GENERAL STATEMENT 


General Huesner. Mr. Chairman, I do not have a_ prepared 
statement. I did not know exactly what nature this meeting was 
going to take, but I would like to explain where New York State fits 
into civil defense. New York State has a good law on the books and 
the State is organized. All counties and major cities have civil- 
defense organizations. There are 97 of them. They all have opera- 
tional plans that are on file with the State commission. We have 
over 600,000 volunteers and we are holding tests in each of the major 
cities this year. We had eight tests last year, and they were public 
participation tests, rather than a civil-defense operation. This year, 
however, we are actually giving them a problem in which we drop 
a theoretical bomb and assess the damage that has occurred and then 
we go to the largest city with our staff and explain to them what we 
want them to do, give them 3 weeks to solve the problem and we go 
there on a Friday, toward the end of the month, and spend all day 
with the civil-defense authorities in going over their problem, pointing 
out where we think their coordination has been bad, where they could 
improve this or where they could improve that. 

The next day [Saturday] we have a public participation test and a 
demonstration of all the services in an attempt to perform the things 
they said they could do. Our system is working out very well. We 
have a fairly good warning system in the State. All the cities excevt 
Buffalo have a good system. Buffalo is now building a system. By 
fall they should have it perfected. Unfortunately, New York State 
believed that there was danger of bombing and went ahead without 
Federal aid and spent much money which cannot be matched because 
of the retroactive features of the appropriation act. However, that 
being as it is, it is sort of like insurance; that is, if you buy insurance 
and if you live, it was a foolish expenditure. If you die, you won. 
However, we did not get a bomb; but we are ready with our warning 
systems, and they are being approved. I suvpose you know that 22 
percent of the industrial population of the United States is within 
the borders of the State of New York. There is a tier of eight targets 
from Buffalo across the State to Troy. These targets are just 9% 
hours frem Russia. The other three big targets are Nassau County, 
New York, and Binghamton, only about 20 minutes farther away. 

Mr. Toomas. What speed are you using? 

General Huresner. About 450 miles per hour, about the same as 
our B-29’s. 

Mr. Tuomas. You are 9% hours from what part of Russia? 

General Hvesner. It is immaterial; it is an equal distance. They 
come straight over the pole. 

Now, we have another thing which worries New Yorkers and that 
is; Niagara Falls, Buffalo, Rochester, Syracuse, and Utica are all 
practically on the border. We heve no warning at all except what 
we get through our own radar and from Canada. Utica, Albany, and 
Troy and Schenectady are a little farther away. We have a real 
problem. We must be ready to recover from the effect of a bomb or 
we are going to be hurt badly. 
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GROUND OBSERVERS’ CORPS 


As our part of civil defense, Ground Observers’ Corps, we have 607 
observation posts and four filter centers. All are organized 100 per- 
cent. Itis going to be a hardship to put those spotters into 24-hour 
operation, but personally I am convinced that we must do it because 
radar cannot cover the field. Even if it picks up a hostile plane, 
they may lose it, or hostile planes can come in by avoiding the radar 
screens. 

Mr. Tuomas. Will the spotters be located on the Canadian side? 

General Huesner. On our side. The Canadians are supposed to 
have their own. 

General Hursner. We may not get so much benefit ourselves in 
the northern tier of targets from our own spotters, but the next tier 
will get a benefit from it. I mean Nassau County, New York City, 
and Binghamton, and South, you come to Philadelphia and Pitts- 
burgh, Washington, so we are in pretty good shape with our ground 
observers to assist in the air defense of our country. 

Mr. Forp. How do you train the spotters and how competent are 
they? Are they on a paid basis or strictly volunteers? 

General HuEBNER. Well, we train them by having them occupy 
their posts en masse and put planes over them and have them report 
into the filter centers. They are volunteers. There is no Federal 
money involved in any way, shape, or form. It takes 3,000 people to 
properly operate a filter center and it takes 30 people to operate an 
observation post. 

Mr. Forp. From my own experiences in the war, it is almost im- 
possible for a person to identify a plane, either friendly or otherwise, 
with any degree of real accuracy. We do not know the type of plane, 
we do not know too much about the distinguishing features of a 
Russian plane that would be involved in such a raid. How are you 
training these people to identify a plane which we do not know too 
much about? 

General Huesner. This is the way it is done. 
my field. That is the business of the Air Force. 

When we get the first yellow report, CAA is supposed to ground all 
planes in the air at that time. From then up the Air Defense Com- 
mand will not let our planes go up until they have a flight plan clear- 
ance, so they know where they are. After this any plane that is 
reported will be either on a prepared flight plan, or a hostile, therefore 
the ground otserver does not really need to know. If a plane comes 
over, he reports it. If you depend on the judgment of all the 607 
observation posts, you will get a conglomeration of nothing. 

Mr. Forp. All they do is say that a certain plane is at a certain 
height and place and think it is four engine, maybe, or something like 
that. The filter center aad control center of the area know what is 


supposed to be out there. If anything else is there, they investigate 
it. 


1 am getting out of 


_ General Hupsner. Now, that is the only part of civil defense that 
is preventive; our Ground Observer Corps. We believe in it thor- 
oughtly and we will do everything we can to enhance its value until 
the Air Force is ready with modern means to take over their complete 
defense role. At the moment they cannot do that. 
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ASSISTANCE FROM FEDERAL CIVIL DEFENSE ADMINISTRATION 


Mr. Tuomas. How much help have you received from the Federal 
Civil Defense Administration, General? 

General Huesner. Quite a bit. We are all new at the game, Mr. : 
Thomas, and none of us knows too much about it. I think my State 3 
is sort of leading the field because they got into the sceaetnel sae of 
this thing a little faster than any of the rest of them. But we need 
and do get a lot of help from the Federal organization. We have not 
received a lot of money, but we have received some. 























COOPERATION WITH OTHER STATES 





Mr. Wurrren. Have many other States been to your State as 
observers to study your plans or to try to coordinate their efforts in 
line with what you are doing? : 

General Hverner. Yes, they do. We work very closely with New 
Jersey, Connecticut, Massachusetts, and Rhode Island. New Hamp- 
shire and Vermont and Maine, being farther away, not so much. 

Mr. Focarry. How is the civil defense organization of Rhode 
Island? 

General Hurnener. Very well. Rhode Island is a compact little 
State but they are on the ball up there and they are coming along as 
faras Il cansee. They are doing all right. The thing that is worrying 
us now, is that we have our organization moving but it is more im- 
portant to get a good organization and a good plan than it is to have 
a lot of workers who are untrained, and we are coming along all right | 
in our training. We are doing all right on our stockpiling of medicines. 4 
The Government helped us to the tune of about $4 or $5 million and 
these supplies are being bought now and are being stored. 
















SUPPLY SYSTEM 
Mr. Wuirren. Do you have any plans for rotating your supplies 
and keeping a fresh stock on hand? 

General Hursner. Yes, we do, on certain of the things; some have 
short life and some a long life. 

Mr. Wuirten. This committee has taken the position in the past 
that, outside of medicines, there was no realistic method to store 
adequate supplies of everything we might need. It would appear 
that the best civil-defense supply system would be an integrated sys- 
tem of putting what you already had in use in key locations. How 
thoroughly has that been worked out? 

General Hugepner. We utilize all of the medical supplies that are : 
left in the community that are not destroyed by the bombs. They 2 
are inventoried now. We know where they are. We are setting up 5 
State supply depots in the State institutions which are close enough to 4 
the target city so that we can get supplies, in in time. 

Now, time is very important. The bomb goes off and you have your 
damage in three to 10 seconds. The first 6 hours are the very impor- 
tant 6 hours. We have set up in our State what we know as support 3 
areas; these include the counties adjacent to each of the target cities. q 
We do not believe that we can get much Federal aid or mutual aid from a 
other States much under 24 hours. Well, of course, a great many 
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people will die by that time and the fires will have burned out. We 
are building our system of supplies, State supplies, so as to be as close 
to our target cities as we can, Later we call on the Federal Adminis- 
tration and the surrounding States that bave not been hurt for help. 

Now, there are a few things in the way of supplies you do not find 
in the local community. One is litters. You must store your litters, 
either in a local, State, or Federal warehouse and they must be suffi- 
ciently close so that you can get them into the area. We needed 
18,000 litters in our test at Albany; we do not have them now because 
we are not completely organized as yet, in any case litters must be 
made available to the city within the first 6 hours. That is all there 
istoit. Itis going tocost money. However, they have along storage 
life. Once you have them, you do not have to replace them. 

Mr. Warrren. Of course, in describing that to the committee and 
to the Congress, we recognized that you had those exceptions. We 
felt that by and large rather than taking, say, trucks and transporta- 
tion facilities and fire-fighting equipment out of rather a short supply, 
that since the law gives you authority to take over private equip- 
ment, it would be wise to inventory and locate all such available 
equipment and utilize it. Is there any effort made to have a central 
spot where it is known who has what and where it is located? 

General Hurespner. We have made a complete survey: of transpor- 
tation in the State of New York. We know where every piece of public 
works equipment is located and who owns it and where it is stored. 
We are now in the throes of making a complete survey of every truck. 
We are organizing a transportation corps. It is one of the must 
services of civil defense. We do not believe we should store anything 
that has a short storage life, like motor transportation. If the public 
does not have it, then you would not have any, for if you have it in 
storage, say in a storage lot, it probably would not run when you want 
itanyway. We are not spending any money on those kind of things. 

Now, fires are a little different. There is no community in the 
United States that is completely adequate with fire-fighting equip- 
ment. We have a good system in the State of New York. We 
think that it is the best in the country because they have been at it 
longer. We call it the mutual back-up system. Now the British 
believe they need about 1,500 fire pumpers for an atomic bomb. 
Outside the city of New York, the most we can put on any one target 
area With support areas is about 300 pumpers. So we do need some 
help on pumpers but we should not be foolish about that. A pumper 
is just like a truck. If you put it in storage, it will deteriorate; so if 
we buy pumpers we must put them in the fire departments and we 
must train the crews to operate and use them, and they have a long 
operational life. You would be surprised how much fire equipment 
a is in the State of New York that is 25 years old and is still being 
used. 


FEDERAL PURCHASE OF EQUIPMENT 


Mr. Wuirren. General, you raised a question there that is always 
difficult. It makes it a difficult situation to help with your fire- 
fighting equipment, for example, and not end up by taking over 
federally the responsibility of providing that which the cities and 
States want and have supplied for themselves in the past. 
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I am wondering how best the Federal Government could meet the 
need that you mention and overcome the tendency of the States 
to wait for the Federal Government to come in and pay half of it 
before they get that which they should get themselves. 

General Huresner. I would like to make a point there. You 
readily see, I think, that this is a condition that was imposed on the 
State not because the name is New York or North Carolina, or Georgia, 
but because we are the great State of the United States of America. 
We have plenty of enemies and as individual States we are not going 
to have an enemy to attack us. So the Federal Government does 
have an interest in this thing. 

Mr. Wuirren. I do not doubt that at all. 

General Hvuresner. I think you protect your Federal interest in 
this thing by the matching fund, because the local people dig up 50 
cents of every dollar, and in addition, they own some of the Federal 
money, too. 

Mr. Wuirrten. I do not question what you said in the least. I 
agree with that, but how can we meet this problem from the national 
standpoint and not build up a tendency to get the Federal Government 
involved in paying up part of something that through our history the 
States have provided for themselves. 

General Huesner. I know for one time we have very definitely 
set up a good law; the civil defense law. It places the responsibility 
on the States. It takes care of Federal responsibility by setting up 
an administrator who is the coordinator. By law, under title III 
Governor Caldwell does not have too mug¢h authority, He can advise 
and coordinate but he cannot command. He would have to go to the 
President and get a lot more authority than he has now if he were to 
do so. Where you safeguard yourself is by letting the States operate 
in this national emergency by making the funds and equipment and 
the national resources available to the States. 

Now, some of our cities have a lot of trouble digging up this 25 to 50 
percent they are required to put up to receive Federal aid. 

Mr. Wuirren. They are the ones in as bad or worse financial state 
than the Federal Government. 

General Hursner. That is right. We do have trouble. But up 
to now, we have made progress. I see no great difficulty and I think 
the Federal Government should continue to assist. 

Mr. Wurrren. I do not have a bit of difference with what you said, 
but let us say the Federal Government,goes in and helps to find fire- 
fighting units for a city. As you say, none of the cities have as much 
as they might well use even independent of the need for civil defense. 

How can we as a Federal Government go in there and help build 
that up to meet the need of the present emergency and not end up in 
many cases mixed into helping meet the normal need which exists in 
many States and communities? What is the best approach? 

General Hursner. That is the point I am going to make: you are 
going to have to help meet the normal need and to me it seems fair 
because as I pointed out the fire truck is not worth a hoot if it is not 
manned, if it has not a place to operate from, if its crew is not trained 
and if it does not have sufficient volunteers and auxiliaries in addi- 
tion to its regular crew to keep going for 48 hours. 

We are buying quite a few fire pumpers this year out of last vear’s 
Federal appropriation. We have had quite a time raising the local 
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money because 50 cents is what we have to dig up to match the Federal 
50 cents, and remember it is all coming out of the same pocket, of the 
taxpayer. 

USE OF FIRE-FIGHTING EQUIPMENT 


Mr. Forp. General, am I paraphrasing your statement correctly 
when I say that a fire pumper purchased and stored is of little value 
and deteriorates? 

General Huesner. That is right; not only of very little value but 
if it does not have its crew, a regular crew, and the auxiliaries and the 
volunteers, so that the pumper can be kept in operation during the 
whole time of the atomic fire, it is just another piece of junk. 

Mr. Forp. If you bought a fire pumper for a community and 
stored it and it was not used as a fire pumper from day to day, it will 
<leteriorate. 

General Huesner. The batteries will die, tires will go flat; the en- 
gines will rust. The pump will fail to work. The hose will dry-rot; 
when you put the pressure on it, it will blow up and you will have 
nothing. 

Mr. Forp. How are you using these pumpers which the communi- 
ties are buying in New York with the cooperation of the appropriation 
which was made last year by the Congress? Are you storing them, or 
are the various communities going to use them in their own local fire 
fighting departments or what? 

General Hursner. In New York City we bought quite a few of 
them. They are to be stored in the fire houses. They are to be 
manned. And in an extreme emergency they can be used. They are 
to be used enough so that they are kept in good operating condition. 
It is necessary to use them. That is absolutely necessary because 
the men are really more important than the machines, also the city 
has one half interest in this equipment. 

Mr. Forp. Are these fire pumpers which the Federal Government 
is paying half the cost of being manned by paid employees of the 
various cities? 

General Hursner. Partially paid, partially volunteers, and par- 
tially by auxiliary, civil defense workers. 

Mr. Forp. The pumpers that the Federal Government has paid 
half the cost of in New York City are being used to some extent in 
local fire-fighting problems? 

General Hvresner. The crew has to learn how to use them. There 
is no better way to train a crew of a pumper than to use it. It is 
just part of the cost we must pay; the pumper costs about $18,000 
and the Federal Government has a $9,000 stake and the city and 
State has a $9,000 ‘stake. 

Mr. Forp. Yesterday, Mr. Caldwell or Mr. Wadsworth gave the 
impression in discussing fire pumpers that these pumpers the Gov- 
ernment is acquiring were actually to be stored in and around the 
target area. 
yeneral HurBNER. But in live storage. 

Mr. Forp. That was not the impression they left. 
General Hursner. There is a distinction between dead storage 


re live storage. They are not supposed to be used to run to every 
ittle fire. 
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Mr. Forp. Suppose you had a fire pumper in New York; the 
Federal Government paid half and there was an accident; that par- 
ticular pumper killed 10 people. Who is responsible for the civil 
liability? 

General Hursner. The State of New York. 

Mr. Forp. State or city? 

General Huresner. City and State. If it is done in training, then 
the firemen are covered by State law. If some civilians are hurt, 
not connected with civil defense, then it becomes a claim on the State 

overnment, If the machine 1s hurt, whether or not self-insured or 
insured with an insurance company, the liability is covered by the 
city. We have a very complete organization in New York and I 
think over half of our fire-fighting apparatus in outlying communities 
is privately owned equipment, which is manned by volunteers. The 
State does not own fire equipment. The city and counties do own it. 
That is right, isn’t it, Colonel Chapin? 

Colonel Cuapin. Yes, sir. 

General Hvesner. Under the New York State law all fire-fighting 
agencies are organized into a mutual fire-fighting plan and when 
civil defense comes into the picture they just continue right on as they 
have in the past. 

Mr. Forp. How many pumpers will be purchased out of the funds 
for this fiscal year in New York State? 

General Huresner. I do not remember the exact figure; I think it 
was 45;T am not sure. Not verymany. ‘There was not much money 
made available. We are setting up the machinery to operate civil 
defense and you have got to learn to walk before you can run. 

Mr. Forp. Do you have a comprehensive list of rules and regula- 
tions by which these pumpers can be used by the local people, even 
though the Federal Government has contributed 50 percent of the cost? 

General Huesner. We have not yet. It still has to be worked out. 
None of the pumpers has been delivered. In fact, none of them has 
been bought. We just now are in the throes of accepting the Federal 
appropriation. It is still to be worked out. I think we have a very 
clear conception of what we want. 

Mr. Forp. I would be very fearful that unless vou have some air- 
tight regulations you are going to have the local communities taking 
advantage of the availability of fire pumpers that have been paid in 
part at least by Federal contribution. 


STOCKPILING PIPE 


General Hurerner. I do not think so. I have no fear. And be- 
sides, the Federal Government must trust the local people. I think 
there must be a mutual trust. I think that where we must be 
careful in safeguarding our resources is to see that we do not buy a 
lot of things we do not need. That is really the big point. In other 
words, if you just go out and buy things to buy things, then I think 
you are in trouble. For instance, we have a problem of stockpiling 
pipe. Itisreallyabig problem. Ifa bomb is dropped on Rochester— 
as is the test we are having at the end of this month—ground zero 
was such that the bomb effect destroyed a railroad bridge. A 10-inch 
water main crosses the railroad track at this point and of course it is 
destroyed. That leaves the whole northeast end of Rochester without 
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water. Water must be relayed over a mile. It takes five pumpers 
to relay 1 mile of water and at the end of the line you get 750 gallons 
of water, therefore we need help. 

Off the record. 

(Discussion off the record.) 

General Huesner. This pipe must be stored at places where it can 
be made available on short notice. Our public works organization 
must be so manned and trained so as to lay this pipe in the shortest 
time possible. Even then there will be times when the fire chief will 
be required to decide that certain portions of the city must be aban- 
doned because of no water available to put out the fires. Such 
decisions carry with them the life or death of many people. The 
fire chief’s role is a difficult one at best. 

(Discussion off the record.) 


FIRE-FIGHTING 





EQUIPMENT 


Mr. Focarry. General, what do you mean by a “‘pumper’’? 
General Huesner. Just a big piece of fire apparatus that consists 
of 1,000 feet of hose, 750-gallon motor; that is known as a fire pumper. 
It costs about $18,000. 

Mr. Fogarty. During the last war, civil defense purchased a great 
many of these 750-gallon pumps on a two-wheel rig and distributed 
them to volunteer fire departments. The pump on the two-wheel 
rig would pump just as much as the $18,000 truck you mentioned, 

General Hunpner. Except that you have to get your hose there. 
But talk about relays, that is the reason this pipe is necessary. The 
pumper comes with the pipe. As I understand it, each one of these 
lines of pipe will deliver 1,500 gallons of water with a booster engine 
every mile or so. I do not know the exact details. They seem to 
think, in England, and our fire people seem to think, too, that pipe 
is better than using pumpers for this purpose. It is going to take 
some great organization and a lot of work. As I say, if you do not 
get the water to the fire, you do not put it out. 

Mr. Fogarty. Do you take into consideration the volunteer depart- 
ments in the outlying districts around these cities on the distribution 
of these pumpers? 

General Huresner. Yes, sir. In New York we have a completely 
organized State Department. Every bit of fire fighting is done 
under the director of safety. 


COMMUNICATIONS 


Now I would like to talk a bit about communications. There are 
two things about communications that are very important. One is 
that we must rely on the telephone companies for the base of our com- 
munications. There will be failures, however, because our country 
systems were not built in view of atomic bombs and we find that, in 
most of our cities, most of the transfer points are located in one 
building. If you destroy that building, then that city is in a pretty 
bad shape. Now, we may have to have some Federal aid to fix up 
relays and things of that nature. We are not quite ready to make 
recommendations as yet because we do not know enough, but the 
telephone companies, in the State of New York, have been marvelous. 
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I have two men on duty in my office who are on loan from the tele- 
phone company. It is an advantage to us and it is an advantage to 
them. They are volunteers. We will have telephone failures so 
therefore we must back them with radios. Now, fortunately, in this 
country, we have a great many hams, and New York seems to be 
blessed with a lot of them. We do need a little money to buy equip- 
ment and it would be a good thing to have some matching funds for 
that purpose. 

There should be some Federal experimentation going on to determine 
how you can put in automatic communication relays. For instance, 
in Rochester they have just one central building, and the bomb we 
put down in practice theoretically destroyed it. e are going to have 
a difficult time in this particular instance in restoring communications. 
However, they will do it somehow. But communications are very, 
very important. As you know, it does take money. Now let us get 
back tomen. Weneed blood in mass. If you don’t have the bleeding 
instruments readily available in the localities where you collect your 
blood, it is too late after the bomb is down to get them. They must 
be stockpiled. 

MEDICAL STOCKPILES 


Mr. Forp. What do you mean by bleeding instruments? 
General: Hvresner. The disposable thi you put in a man’s arm 
to get the man’s blood and the disposable thiitg ou stick in the other 
man’s arm to put blood in. The medical profession has developed 
plastic disposable instruments of that kind that are relatively in- 
expensive. They must be near at hand. 

The State of New York has spent a lot of money on stockpiling 
medicine. The Federal Government has matched a considerable 
portion of our money. We intend to use all public buildings, schools, 
and everything like that we can for hospitals. However, at the 
moment we are concentrating on the first 72 hours after the bomb falls. 
The Congress is going to hear a lot more about this later on. But 
when you have 50,000 wounded in one town of which 5,000 of them 
are going to be crippled for life, it is going to take a lot of hospitaliza- 
tion to take care of it. We are not ready to discuss this as vet. You 
are going to hear a lot about it later. 


SHELTERS 


Then that brings us up to shelter. I can realize that in this com- 
mittee the things that you really fear, that is going to cost lots of 
money, is the shelter program. Probably the best shelter that you 
can get from an atomic bomb is a slit trench with overhead cover 
that can be constructed in a back yard, so the people in the suburban 
areas are not too bad off. If you take shelter in the basement of your 
house, we are in a very bad way in the State of New York because 
most of our buildings are wooden frame construction, and it takes 
only 7 pounds per square inch to knock them down and that is bad 
business; however, we think that that is an individual problem. 
But then you come on into our cities where we get great concentration 
of people, and shelter is expensive. 

Now Congress in the original authorization bill said that it was a 
Federal responsibility to assist in shelter construction. Nothing was 
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done about making money available, but the State of New York 
believed that it was important and they have set aside $25 million 
State money for matching oe ae This amount was renewed again 
this year. That is the equivalent of $100 million for shelter purposes. 
They have also made available to the Civil Defense Commission 
$250,000 for a shelter survey. This survey is to be made in those areas 
where there are multiple family dwellings, to see just what we can do, 
find out first what is there, both in the way of people and in the way 
of material and see what we can do to provide shelter. 

New York City is a problem unto itself. There are times in New 
York City where there are literally millions of people on the street. 
If we got a bomb at that time, the Lord knows how many of them 
would be killed. However, by utilizing the existing facilities, we can 
help ourselves a lot. Now, -Mr. Moses has worked out a detailed 
plan which has been approved by the State civil defense commission 
to utilize the subways of New York, for this purpose by opening up 
the entrances of the subways and building platforms we can take 
care of a million people at a cost of about $15 million, $74 million 
Federal, $3,750,000 State, and $3,750,000 city. This money has 
been set aside and is lying there in New York waiting for Federal 
appropriations. 
SHELTER PROGRAM IN NEW YORK CITY 
Mr. Moses has prepared a letter for Mr. Cannon which, to me, is a 
sensible approach to our shelter problem. 

Mr. Tuomas. We would be glad to hear Colonel Chapin on this 
matter. 

Colonel Cuarin. This isn’t very long and with your permission I 
will simply read that letter. 

Mr. Tuomas. The letter from Mr. Moses? 

Colonel Cuaptn. Yes, sir. This is his letter to the Honorable 
Clarence Cannon, chairman, House Appropriations Committee, 
Washington, D. C. 

It is dated June 12, 1952, from the Office of City Construction 
Coordinator, Randall’s Island, New York 35, N. Y. 


Since the beginning of the Korean conflict there has unfortunately been a 
great deal of loose talk about civilian defense and unrealistic programs have been 
developed which have no bearing on the ability of local, State, and Federal 
governments to pay the bill. Various surveys have been undertaken to determine 
the need for shelters, pamphlets and forms printed, instructions given out—but 
no funds have been set up by the Federal Government for either the construction 
of new shelter space or the conversion of existing space for use as shelter. 

My purpose is not to discuss emergency civil-defense requirements involving 
recruiting of forces and their equipment, supplies, communications, and so forth. 
rhe construction coordinator of the city of New York is responsible only for 
long-range construction, and it is in this field that the greatest damage to a sane 
and logical program has been done by hysterical, unbalanced, excited, ambitious, 
politically minded and otherwise unqualified persons who have made demands for 
huge sums of public moneys for construction of huge single-purpose bomb shelters 
and other similar devices of no permanent value. 

Various plans, many of them fantastic or inordinately expensive, have been 
advocated for the construction of bomb shelters, including suggestions that the 
New Jersey Palisades be hollowed out for underground caves large enough to 
house aircraft, factories, and indoor arenas. Other suggestions include the 
wholesale, panicky, hysterical excavation of parks and street areas, deep subways 
carved through rock, and other underground caves and catacombs. 
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If no bombing should occur the publie will expect something of value for huge 
expenditures on a shelter program. New York City is hard pressed to finance its 
normal capital improvements. Even with generous State and. Federal aid, the 
cost of shelters will be prohibitive unless they serve some currently useful purpose. 
Shelter, fortunately, can be provided which will be useful whether or not New 
York is bombed. Based upon 6 square feet per person, our program provides 
short-term shelter space for approximately 1 million people. 

New York’s subway system is without parallel anywhere in the world. We have 
large underground areas which can be converted at moderate expense into safe 
shelter. Pedestrian mezzanines can be built and extended, thus removing people 
from the street surface and helping to relieve traffic congestion. 

Subway entrances and kiosks can be improved and ramps provided to supple- 
ment and take the place of stairways. Good entrances are important because 
there is no sense in providing underground shelters if people are killed or trampled 
in getting to them. 

There are three principal areas where facilities can be proviced on a large scale 
at moderate cost; namely, in midtown Manhattan, in the city ball section of 
lower Manhattan, and in the downtown borough ball section of Brooklyn. The 
minimum cost of these facilities would be $15,000,000, toward which the city and 
State would each contribute a fourth, provided the Federal Government provides 
for the remaining half. 

While this would be in a sense a minor attack on the problem, it would give 
us dual facilities which would be useful now in solving traffic congestion. It 
would present much needed relief for pedestrians who could proceed freely under- 
ground and keep off the surface streets and crossings. It would be an experiment, 
model, and guide on a sufficiently large seale to be useful in this and many other 
communities, 

It is time to stop counting people and measuring thicknesses of walls with the 
object of preparing a paper program which will never be built. It is time to 
stop worrying over whether a community may get some permanent benefit at 
Federal expense out of improvements which will furnish some measure of relief 
in case of a bombing. We should not delay construction of facilities which might 
save 1 million lives in New York City just because we do not know what will 
happen to the other 7 million. 

New York City, and for that matter, all cities have limited taxing powers be- 
cause the sovereign Federal and State Governments have preempted all available 
fields of taxation. The cities cannot build anything in the way of shelters without 
State and Federal help. Many of the 4 million people on Manhattan Island on 
an ordinary business day do not live either in New York City or New York State. 
This is largely a Federal problem. 

We should either do something constructive about this matter of shelters or 
inform the people nothing is to be done. The attached program of subway 
shelter improvements has been endorsed by the State civil defense commission 
and has been submitted to the Federal Civil Defense Administration. It is 
realistic minimum program and money spent for this purpose will not be wasted” 


Mr. Tuomas. General, you and the colonel have been nice to come 
down here. If you have got anything else for us, we will be glad to hear 
it. 

PROGRESS OF CIVIL DEFENSE PROGRAM IN NEW YORK 


General Huesner. I have one thing that I would like to tell the 
group here, Mr. Thomas, and that is that we have made tremendous 
progress in the State of New York. If we do receive multiple bombs, 
every city will have its own support area well organized for civil 
defense. Whether we get Federal support or not—that is up to you— 
but we are very proud of what we have done. You can see from this 
map that each of our target cities is completely surrounded by an 
area of people that will come to the aid of the cities and a number of 
people that will live that otherwise would have died. Also the 
amount of time it will take our cities to recover will be how well 
we organized both manpower and equipment to do this. 















We haven’t touched the problem of recovery yet. It isn’t going to 
do us any good to just receive a bomb and keep some of the people 
living and put out the fires. We still have the recovery problem, 
which is tremendous. When we get into that stage of civil defense, 
the part we are working on is just peanuts. I am very happy that 
vou all have given us of your time. I really think our country can be 
organized for defense. I think we have got to be very positive about 
it and I think we must understand that if they are going to survive 
we must be prepared, because it takes too long to organize civil defense, 
we have been at it 2 years and we havn't accomplished much up to 
now. 

I think under favorable circumstances, with all the people helping, 
we can accomplish much, at best I think it is a 2- or 3-year program. 
But I do think every bit of progress we make is just going to keep 
many more people living and will allow us to recover that much 
quicker. 

Mr. Tuomas. You made a very good statement. It has been very 
helpful, very constructive. and we thank you very much. 

Mr. Wuirren. I would like to join in that, General, I think it 
has been a source of comfort to us to see the approach you are taking 
to this problem. 

General Huresner. I do think we are using a common-sense 
approach. 






















Turspay, JUNE 17, 1952. 
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Comparative transfer from— 
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Direction of defense mobilization program: 


Obligations by activities 





$364, 223 


















































Aaa pick Gan Seabee aA twhios welds cok ts eaten be: 
Me ls Fd a Bhar Sedis taSL Sic dels, on eee 1, 406, 675 
UNE fief ih tine ia 3 cepa itd abana hulled Sosa ln eae ee wack CAs 1, 586, ‘000 
Obligations by objects 
| 
Object classification 1951 actual | 1952 estimate | 1953 estimate 
| 
| 
Total number of permanent positions. ...................--.-- 112 199 148 
Full-time equivalent of all other positions ___-__.-__----- besa 6 7 10 
Average number of all employees. - -_- ae naietiney tacking iiaeon cael 33 149 144 
Average salaries and grades: 4 
General schedule grades: } 
acinar $4, 874 $6, 560 | $6, 808 
BER Rep Sil SPREE TE Ase SL TR ae ASN GS-9.3 GS-9.5 GS-9.8 
Crafts, saatentive, and custodial grades: 
PEE ckad dards unkeacdbsatace—cueeahans hic sepeonadast $2, 587 $2, 653 
NN, sina cota Rianne shane akdincenndnpesna dl bina s benoit CPC-3.2 | CPC-3.5 
01 Personal services: 
IRIE ONIONS i. niin sess Se eens occgadds.- $142, 858 $871, 830 $882, O88 
Part-time and temporary positions__..-._....._-....-- 34, 840 86, 260 120, 000 
Regular pay in excess of 52-week base-.-_._-.___-- BSS PRE £25 aN Cs 3, 530 4, 100 
Payment above basic rates._....._.........-..-------- 4, 837 14, 040 10, 000 
Payments to other agencies for reimbursable details___ 8, 540 32, 000 44, 400 
en es Gerweet 3... kc kn np cnwene 191, 075 1, 007, 660 1, 060, 588 
tt eg ETERS CSRS RP PORE RE OH SRA os ee beens Shee! 39, 420 125, 000 103, 067 
03 Transportation of things....................-.- ai bapaciiedls 31 390 500 
OE ERR NNNIIIN CUR TENG nici nec ccnnnc snc ddesustumsenen 8, 056 29, 600 30, 615 
OO . Renie and Giaity serviess................. 205002 229 1, 060 3, 000 
06 Printing and reproduction._.....................-_-----_- 32, 407 86, 000 108, 500 
07 Other contractual services........<........-..-.--.-..-..-- 675 30, 565 23, 000 
Services performed by other agencies.._._.___...-__- - 311 39, 600 212, 125 
EER ea rbaey: 9, 448 31, 000 27, 605 
eR SEES, Ce RE RR RAS 69, 216 48, 800 10, 000 
15 Taxes and assessments.................-....---.-. pPontle de 355 2, 000 2, 000 
Unvouchered - . Ssh aha kedisainiliindg-aid +6 aadska'temainhinuhitice nkebecinntomentabaaa ed 5, 000 5, 000 
Total obligations... _.....- ya ee wee ee | 364,223 | 1, 406, 675 1, 586, 000 
Analysis of erpenditures 
1951 actual | 1952estimate | 1953 estimate 
Unliquidated obligations, start of year_._..._.......-- 2-2 Jeet elle ete e. $140, 675 
SS SERRE NARA TE ERIS $1, 406, 675. 5 000 
1, 406, 675 1, 726, 675 
Deduct: 
nee See eT eae ee eee, ere ee ae 36, 000 36, 000 
Unliquidated obligations, end of: year. dieeigiamentdsake 140, 675 | 169, 075 
Te ee... hss ek ee ea 1, 230, 000 1, 521, 600 
Expenditures are distributed as follows: 
es enn ENN oe ot ci ncceenlecbenanackonns 1, 230, 000 | 1, 395, 000 
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Mr. Cannon. We take up for consideration this afternoon the esti- 


mates for the defense 


Document No. 504, totaling $12,350,000. 


oroduction activities as submitted in House 


We have as our first witness Dr. Arthur Flemming of the Office of 
Defense Mobilization who is here with the members of his staff. We 


will be glad to hear from Dr. Flemmin 
Mr. Tuomas. May I interrupt, Mr. 
record ? 
(Discussion off the record.) 
Mr. Cannon. Dr. Flemming. 
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GENERAL STATEMENT 


Mr. Fitemmine. Mr. Chairman and members of the committee, first 
of all, I would like to explain to the committee my own relationship 
to the Office of Defense Mobilization. For the past 16 months, I have 
been serving as an Assistant to the Director of the Office of Defense 
Mobilization with responsibility for the martpower aspects of defense 
mobilization. 

A few weeks ago, the present Acting Director of the Office of De- 
fense Mobilization, Dr. Steelman, asked me if I would also serve on a 
temporary basis as the Staff Director of ODM. It is in that latter 
capacity that I appear before you this afternoon. Mr. Stauffacher, 
who has been serving as Staff Director is ill and unable to be at work 
at the present time. . 

Mr. Cannon. Dr. Flemming, as I understand it, is on leave from 
the presidency of Ohio Wesleyan University. 

Mr. Fiemmrnc. That is correct, Mr. Chairman. I am commuting 
week ends between Washington and Delaware, Ohio. 

It is clear, therefore, that outside of the manpower field, I could 
not be familiar and in fact am not familiar with all of the substantive 
programs for which the constituent agencies of the Office of Defense 
Mobilization have responsibility. The heads of these agencies will 
appear, of course, before this committee and will be in a position to 
discuss their substantive programs with you. 

I have been working, however, with the Acting Director of ODM 
and with other members of our staff on a problem which is directly 
related to the appropriation requests now pending before this Com- 
mittee for the Office of Defense Mobilization, namely, the organiza- 
tional structure of the Office of Defense Mobilization. 

First of all, 1 would like to discuss with you that structure and the 
work that we have been doing in connection with it over the past few 
weeks. As a result of my own experience during World War IT as a 
member of the Civil Service Commission, and also as a member of 
the War Manpower Commission, and as a result of my experience as 
a member of the Hoover Commission, [ am absolutely convinced of 
the fact that in a period such as we are going through now, the Office 
of Defense Mobilization is a “must.” 


RESPONSIBILITY OF ODM 


I believe that the Executive order establishing the present Office 
rightly assigns to the Director of the Office of Defense Mobilization 
the responsibility for directing, controlling, and coordinating all as- 
pects of the defense mobilization program. I also believe that the 
first Director, Mr. Wilson, and now the-Acting Director, Dr. Steelman, 
have followed the right policy in holding firmly to the concept that 
the Office of Defense Mobilization should confine itself to these areas, 
namely, one, the development of over-all mobilization policies and 
programs; two, the working out of clear delegations of authority to 
each of the operating agencies of the Government; and three, the de- 
velopment of methods for determining whether or not there has been 
adherence to ODM policies and the accomplishment of the programs 
by the operating agencies. 
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Mr. Cannon. Are those three in conformity with the provisions of 
the act and the order by which your agencies were established ¢ 

Mr. Fiemminc. Yes, Mr. Chairman, they are completely consistent. 

Mr. Cannon. Are the authorizations of the act and the Executive 
order limited to these three activities ? 

Mr. Fiemminc. Actually, the act itself, as you know, does not 
create the Office of Defense Mobilization. I do not think it even re- 
fers to it, but the Executive order does and the Executive order clearly 
places this kind of responsibility on the Office of Defense Mobiliza- 
tion. 

One of the things that I have admired about the work of Mr. Wil- 
son and Mr. Steelman, is that they have confined their activities to 
those areas and have stayed out of what we often refer to as the oper- 
ating field. I’ have always felt that when an over-all agency of this 
kind begins to move into the operating field, duplication and confu- 
sion are almost sure to follow. I could use as an example the man- 
power area, the area in which I have been working. There we have 
worked on the development of manpower policies for issuance by the 
Director of the Office of Defense Mobilization. All of our manpower 
policies have been issued by him so that they could go down his oper- 
ating line to the various departments and agencies of the Government. 

We have never developed any manpower staff in the Office of Defense =~ 
Mobilization. We rely on the Department of Labor, on the Selective =~ 
Service, on the National Security Resources Board, the Bureau of the 
Budget, and so forth, to handle staff work in the manpower field. Also 
we rely on the operating agencies such as the Department of Labor to ; 
handle the operating responsibilities in the manpower field; so that a 
actually, the manpower office of the Office of Defense Mobilization 
simply consists of myself and secretarial help. 


ORGANIZATIONAL STRUCTURE 


Now, with this background in mind, Mr. Chairman, T would like to 
discuss with the members of the committee the present organizational 
structure of ODM, capies of which I make available to the committee. 
In doing so I would like to refer to our organizational chart. You 
will notice that it is a rather simple organizational structure. Attached 
to the Office of the Director by the dotted line is the Defense Mobiliza- 
tion Board, a Board made up primarily of those Cabinet officers who 
have operating responsibilities in the field of defense mobilization. 
And then dropping down, you have the Office of Staff Director, which 
is the one I am temporarily filling at the present time. You will 
notice that the staff director is not in the operating line; he is not a 
deputy director of the ODM. He facilitates the carrying forward 
of the work of ODM in behalf of the Director of Defense Mobiliza- 
tion. . 
‘The mobilization executive staff, which appears next is a group 4 
that comes together every other week under the chairmanship of the j 
Director of ODM and is made up of the heads of the agencies that 
have direct day-to-day operating responsibilities in the mobilization 


field. 
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COMMITTEES OF ODM 


Then you will notice a list of committees that are part of the 
Office of Defense Mobilization. And by virtue of the role that the 
Office of Defense Mobilization plays in the defense mobilization 
picture, these committees, in my Judgment, are very important. In 
some instances they have rendered very effective service and in other 
instances we hope that they will be of real assistance. I make that 
last qualification because of the fact that the first two committees re- 
ferred to, namely, the Production Policy Committee and the Stabiliza- 
tion Policy Committee, are new committees that have been set up 
by Dr. Steelman within the past few weeks. To a certain extent, 
these two new committees grow out of the experience that we have had 
with the Manpower Policy Committee which is the third one listed 
there. The Manpower Policy, Committee is an interagency com- 
mittee made up of representatives of the agencies that have operating 
responsibilities in the manpower field. We have met regularly for 
an hour and a half once a week for the purpose of considering policy 
matters in the manpower field. We never take up an item without 
having a good working paper prepared relative to that item. That 
working paper is pimaren by the staff of one of the agencies or 
possibly by two or three of the agencies working together. Then the 
proposed policy comes before that committee and is considered by it. 
It decides what recommendation to make to the Director of the Office 
of Defense Mobilization. 

Right under it you will notice a reference to the Labor-Manage- 
ment Manpower Policy Committee. There we took a leaf out of our 
World War IT experience when we had a National Labor-Management 
Manpower Policy Committee. It was my privilege to serve as Chair- 
man of that Committee. This present Committee is made up of seven 
representatives of organized labor and seven representatives of indus- 
trial and agricultural management. We also place before this Com- 
mittee the policy issues that arise in the manpower field and ask the 
recommendations of the Committee. In both instances, the Commit- 
tees simply make recommendations. Then it is up to the Director to 
decide what he is going to do with the recommendations. They do 
not have any operating responsibilities. 

Growing out of that experience we had the feeling that we could 
strengthen the operation of the Office of Defense Mobilization by 
using a similar set-up in the production policy field with Mr. Fowler 
who is now the Administrator of both DPA and NPA, serving as 
Chairman of the Committee. Then in the stabilization policy field, 
Dr. Steelman decided to set up a similar committee with Mr. Putnam, 
the present Administrator of ESA as the Chairman of that Commit- 
tee. They are ODM Committees and report directly to the Director 
of the Office of Defense Mobilization. Mr. Fowler and Mr. Putnam, 
when they serve as Chairmen of those two Committees, are serving as 
agents of the Director of the Office of Defense Mobilization. Those 
are the major policy Committees which we have functioning on a regu- 
lar basis at the present time. 

I think that you can see,that they provide the opportunity of tying 
manpower, production, and stabilization policy matter directly into 


the office of the Director of ODM. 
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The Production Policy Committee had its first meeting yesterday. 
The Stabilization Committee will have its first meeting next week. 
We believe that as a result of the operations of those Committees the 
programs in both areas will be strengthened. 


ADVISORY COMMITTEE ON PRODUCTION EQUIPMENT 


Now, the names of the other Committees speak for themselves. 
There is an interagency committee dealing with the defense-transpor 
tation problem. The next one I want to speak about is the Advisory 
Committee on Production Equipment, which unlike most of the 
other Committees, is not an interagency committee. It is a Committee 
made up of outside consultants headed by Mr. Vance, who is- the 
president of the Studebaker Corp. If I may, I would like to refer 
to that Committee and the responsibilities that have been assigned to it. 

The Committee was established as a result of an order issued by 
Dr. Steelman in which he said that the Committee shall have the re- 
sponsibility of reviewing the policies and programs with respect to 
machine tools and production equipment mt | shall make recommenda- 
tions to the Director concerning the establishment of such additional! 
policies and programs as may be required in order to assure (a) the 
availability of machine tools and production equipment to meet de- 
fense production requirements, (>) the maintenance of adequate ca- 
pacity to produce machine tools and production equipment as a part 
of the mobilization base, and (¢) maintenance of stand-by machine 
tools and production equipment including methods of modernization, 
rotation, or disposition of obsolete tools and equipment to meet ful! 
mobilization requirements. 

Dr. Steelman’s order also provides that— 

The Committee shall periodically submit reports to the Director setting forth 
its recommendations concerning the matters contained in paragraph 2 hereof 
and such related subjects with respect to machine tools and production equip- 
ment as in the judgment of the Committee are appropriate. 

As I have indicated, Mr. Vance, the president of Studebaker, is the 
Chairman of that Committee. The other members of the Committee 
are Clay Bedford, who is the president of the Chase Aircraft Co., anc 
who previously served in the Office of Defense Mobilization as pro- 
duction expediter and also served under Secretary Lovett in a similar 
capacity; Admiral Blandy, retired; General Lutz, retired; Genera! 
Wolfe, retired; and Manly Fleischmann, who recently, of course, has 
been the Administrator of the Defense Production Administration. 

As you can see, it is a committee made up of persons from the out- 
side who have competency in this particular area and who have been 
asked to meet on a regular basis and advise the Director of Defense 
Mobilization on problems dealing with production equipment. 


HEALTH RESOURCES COMMITTEE 


This committee is undoubtedly familiar with the Health Resources 
Committee. It was originally created under the National Securit) 
Resources Board and then was transferred te the Office of Defense 
Mobilization. It is headed by Dr. Rusk and performs a number of 
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functions. In addition to advising the Director of the Office of De- 
fense Mobilization, it also advises the President on issues in the health- 
resources field generally. It advises—— 

Mr. Cannon. Dr. Howard Rusk? 

Mr. Ftemminc. That is correct, sir. It advises the Selective Service 
System on the call-up of doctors and dentists under the provisions of 
the Selective Service Act. It likewise advises the Department of 
Defense on the call-up of reserve medical and dental officers. 


SCIENCE ADVISORY COMMITTEE 


Finally, there is reference there to a Science Advisory Committee. 
That Committee is a counterpart to a certain extent of the office that 
was set up during World War II under the direction of Dr. Vanne- 
var Bush. In this particular instance, the Chairman has been Dr. 
Oliver Buckley, the retired president of Bell Laboratories. He, how- 
ever, has resigned as Chairman but is continuing as a member of the 
Committee. He is being succeeded by Dr. DuBridge who is the presi- 
dent of the California Institute of Technology. That Committee is 
not an operating committee in any sense of the word. They meet 
about once a month. They have been set up for the purpose of ad- 
vising the President and the Director of the Office of Defense Mobili- 
zation on over-all research problems in the scientific field. 


STAFF OFFICES 


Now, coming down the operating line, the next line deals with the 
staff officers of public information, statistics, and progress reports, the 
office of the general counsel, and the executive officer. 

Then coming down to the bottom line where you have the various 
divisions within the Office of Defense Mobilization, the health re- 
sources unit is a unit that provides staff service for the Health Re- 
sources Advisory Committee. The Science Advisory Office likewise is 
an office that provides staff service for that particular committee. 

The production equipment staff is an office to provide service for the 
| |  preduction equipment committee of which Mr. Vance is the chairman. 
_ The manpower office I have already described. It consists of myself 
. > and two secretaries. 

] e PROGRAMS OFFICE 





Then there is a programs office which has been set up recently. I 
- — do not mean that a similar function has not been performed in the 
, _ past. It has been performed by other offices but in working out our 
e | reorganization plan for the Office of Defense Mobilization, we felt 
_ that it would be wise to set up this kind of an office. I would like 
_ to give you a very brief description of the responsibilities assigned to 
the office by Dr. Steelman. This office— 





Sebi 


n cooperation with the other assistants to the director and the heads of other 
uobilization agencies, shall maintain fer the director a picture of the status 


V 4 and progress of the mobilization program in terms of broad interrelationships and 
e — integration with changing defense requirements in the fields of production, 
f oF rocurement, transportation, manpower, and agriculture. 
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OFFICE OF THE ECONOMIC ADVISER 


Then there is the Office of the Economic Adviser. Again it consists 
primarly of one top staff man to advise the Director in this whole area 
and under the responsibilities assigned to him he will “advise the De- 
fense Mobilization Director on the effect of defense production pro- 
grams on economic stabilization and the effect of economic stabiliza- 
tion programs on defense production.” 


SECURITY PROGRAMS OFFICE 


Then, next is the office which is labeled as, Security Programs. That 
office is made up primarily of the person who represents the Director 
of the Office of Defense Mobilization on the senior staff of the Na- 
tional Security, Council. I am sure that the members of this commit- 
tee are familiar with the way in which that council operates. It 
operates through a senior staff made up of top staff people from each 
of the agencies that are represented on the National Security Council. 
The Director of ODM is not a member of the National Security Coun- 
cil but since the creation of the office he has been invited to participate 
in the work and meetings of the council by the President. 


HOUSING AND COMMUNITY FACILITIES OFFICE 


The Housing and Community Facilities Office is made up of two 
staff persons who serve Mr. Raymond Foley, who, in turn is assistant 
to the Director of the Office of Defense Mobilization in the housing 
field. That office gives general supervision to the procedures that are 
involved in certifying critical defense areas for the purposes of rent 
control and assistance in providing housing and community facilities. 

That, Mr. Chairman, is the set-up of the Office of Defense Mobiliza- 
tion from an organizational point of view. 

In summary, I would like to say that as we have been working at 
it over a period of the past few weeks, we have been trying to develop 
an organizational structure so that the Director of the Office of De- 
fense Mobilization, whoever he may be, will be receiving the staff help 
and assistance which will enable him to direct, control, and coordinate 
the defense mobilization program in a vigorous and effective manner. 


REQUEST FOR 1953 


Next I would like to refer to the specific request for funds for the 
Office of Defense Mobilization which are contained in the President’s 
submission to this committee. 

First, I would like to call attention to the fact that the total amount 
requested is $161,250 less than the amount appropriated by the Con- 
gress for the Office of Defense Mobilization in 1952. That amount 
will be reduced another $145,000 if the National Security Resources 
Board continues to be in a position where it can render the administra- 
tive service it has been rendering to the Office of Defense Mobiliza- 
tion during the Office of Defense Mobilization’s existence. In other 
words, the total amount requested would then be $306,250 less than 
the amount appropriated this year. The $145,000 has been included 
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with the understanding that it will be impounded if the National 
Security Resources Board is in a position to continue to render admin- 
istrative services to ODM and will be available to ODM only in the 
event that the National Security Resources Board is not in a posi- 
tion to render that service. 


SAVINGS IN 1952 



























It will be noted in looking at the submission that the estimated 
savings for this year on the part of the Office of Defense Mobiliza- 
tion are $340,575. This is due to two factors. One, as the commit- 
tee appreciates, the funds were not available for the full fiscal year; 
they did not become available until November. But also, it seems 
to me, and I feel that this is the controlling factor, the fact that there 
has been strict adherence to the concept that authority to operate 
should be delegated below the Office of Defense Mobilization level 
and that the Office of Defense Mobilization should confine itself to 
the areas that I referred to before. 

Now, Mr. Chairman, in conclusion I would like to say this: those 
of us who have left outside positions to join the Office of Defense 
Mobilization for an emergency period believe that we should do 
everything we possibly can to keep the Office of Defense Mobilization 
in a.position where it can function in an effective manner in serving 
the Director of the Office of Defense Mobilization. We believe that 
the kind of an organization called for by these budget requests is 
the kind of an organization that the President of the United States, 
whoever he may be, will need during the coming fiscal year. The 
world situation is such that we just cannot relax our efforts to build 
America’s might and to keep this Nation strong. And we do feel 
that the requests that have been submitted for the Office of Defense 
Mobilization will provide the Director of the Office of Defense Mo- 
bilization with the kind of staff help and assistance that he needs in 
order to discharge the responsibilities delegated to him. 





EFFECT OF PENDING DEFENSE PRODUCTION ACT AMENDMENTS 















Mr. Cannon. Dr. Flemming, you have outlined the three specific 
functions of your activity under the Executive order and under the 
law as now constituted. What will be the effect, or what would be 
the effect, on your program, of the provisions in the amendment to 
the Defense Production Act which has passed the Senate and been 
reported by the House committee ? 

Mr. Ftemmrine. It seems to me, Mr. Chairman, looking at the De- 
fense Production Act in the form that it passed the Senate and in 
the form that it has been reported to the House, that it will not 
diminish to any extent the necessity for strong, vigorous, and effective 
over-all leadership on the part of the Director of the Office of Defense 
Mobilization. In fact, to the extent that changes are made in the 

resent law, the mobilization agencies will have to go through a 
transition period in applying those new amendments and working 
out pecererss under them. It seems to me that means that there 
should be effective leadership from the Office of Defense Mobiliza- 
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tion, which in turn will mean that he will need at least the minimum 
staff work called for by these appropriation requests. 

Mr. Cannon. It will materially affect your program, then. 

Mr. Ftemmine. It would certainly give rise to a great many new 
problems that would have to be thought through. New policies would 
have to be worked out and put into effect. This would call for 
effective staff work in ODM. 

Mr. Cannon. That necessarily affects the amount of your appro 
priation required to carry out this amended program. 

Mr. Fremmine. In my judgment, it would not affect the appropri- 
ation requests for the-Office of Defense Mobilization. Of course, that 
is the only appropriation that we are looking at at the present time. 
We all recognize the fact that the mobilization program will go 
through various phases and the Congress may oo _ ace that 
are contrary to the recommendations made by the executive branch. 
But whatever the decisions are, it means that we have got to think 
our way through in terms of developing new programs which will 
effectively carry out the intent of the Congress. I would say that 
the more changes and the more shifts that take place in the total 
mobilization program, the more necessary it wiil be to make sure of 
the fact that the Director of the Office of Defense Mobilization has 
good staff work done for him. 

Mr. Cannon. We are now practically at the end of the fiscal year ; 
your fiscal year will end on the 30th of this month. 

Mr. Fiemuana. That is right. 


EFFECT OF ODM ON PRODUCTION 


Mr. Cannon. You ought to be in a position now to evaluate re- 
sults secured. What would you say, what would you estimate to be 
the over-all increase in production secured in the year, say, since 
1951? 

Mr. Ftemminea. Mr. Chairman, as I am sure you and the other mem- 
bers of the committee appreciate, as we move into this area, we are 
moving into an area that I have not kept as close to as I have the 
manpower area. But, anticipating questions along this line, I have 
brought together information which I thought would be helpful 
to the committee. Wherever I do not have the desired information, 
I will assume responsibility for going back and getting it. 

Military hard goods actually delivered in June 1950 totaled $300 
million. In January 1951 the total was $800 million. In March 
1952 it was $1,800,000,000. In May 1952 we estimate that the figures 
will show approximately $2 billion. 

Mr. Forp. ? that on a monthly basis? 

Mr. Fitemnrne. Yes, that is right. 

Now, taking a look at the total military procurement program, in 
these figures I am including both hard goods, soft goods, and con- 
struction; the funds available up to the present time, that is, for the 
fiscal years 1951 and 1952 have been $94 million. The funds requested 
by the President for the fiscal year 1953 were $38 billion. The obli- 
gations through April were $74,600,000,000. ‘The deliveries by the 
end of May are estimated to total $31 billion. 
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Mr. Cannon. Then, according to those figures, how does your in- 
crease in production since January first compare with your increase 
in production the first half of the fiscal year, from June to December 
Have 7 been accelerating progress to any extent in the last half of 
the year 

Mr. Fremmine. Yes; about the same rate. I will ask Mr. Sund- 
quist, who is in charge of our reports office, to respond directly to 
that, Mr. Chairman. 

Mr. Sunpquist. We have had regular step-ups of a little over a bil- 
lion dollars a quarter in deliveries throughout the past year. So far 
as we know, about the same increase will be shown between the first 
and the second quarters of this calendar year. The acceleration will 
continue at about that rate through the end of this year. 

Mr. Cannon. You expect further increase in your rate of produc- 
tion the last half of this calendar year? 

Mr. Sunpqutist. That is right. 


INCREASE IN MILITARY AND ECONOMIC PRODUCTION 


Mr. Cannon. Now, the important phase and the thing which is your 
particular field—what increase has there been in military and eco- 
nomie production during this past year! Specifically? 

Mr. Sunpquisr. Steel capacity has increased from June 1950 to 
April 1952 from 100 million ingot tons to 109 million ingot tons; 
domestic primary aluminum from 750,000 tons to 905,000 tons; pe- 
troleum refining from 6 million barrels a day to 7.3 million barrels 
per day; and electric power from 69 million kilowatts to 77 million. 
Those are four examples in the main fields of industrial expansion. 

Mr. Cannon. Summarizing those statistics, would you say that you 
have been achieving your objective—that you have been reaching your 
goal this last year in that respect ? 

Mr. Frrmuune. I think probably the best way to respond to that 
is by saying that substantial progress has been made. When we get 
into this question of whether we have reached goals or schedules and 
so on, we get into a very debatable area, as I think all of the members 
of the committee can appreciate. Some schedules were set some 
months ago and then because of changes in design and engineering 
problems, those schedules were adjusted. It is, therefore, difficult 
to know what to match your progress against when one talks about 
reaching goals. Personally, I share the feeling that Mr. Wilson had, 
namely, that we have made very substantial and very encouraging 
progress in the direction of reaching the objectives of our dafoiec 
mobilization program. 

We all know, I think, that the program that is now being considered 
by the Congress from a fiscal point of view is a program which calls 
for what some people refer to as a stretch-out, or a lengthening of the 
plateau as contrasted with some of the original plans that the Govern- 
ment had. The stretch-out is due, of course, to a variety of reasons, 
one of which is the one I have already mentioned, namely, changes in 
(lesign. I am sure we all recognize the fact that the stretch-out is 
a calculated risk. But those who are in close touch with the over-all 
situation have decided to take that kind of a calculated risk—a risk 
which is now beginning to pay off. 
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Considering all of the factors that enter into changes of schedule 
and so on, I cannot help but agree wholeheartedly with Mr. Wilson in 
his feeling that very substantial and very encouraging progress has 
been made over the period of the last fiscal year. 


FACTORS AFFECTING PRODUCTION SCHEDULES 


Mr. Cannon. There have been some changes in factors affecting 

roduction since Mr. Wilson’s administration and there is quite a 

ifferent situation in some respects since the first of the year. What 
about the prospect in the next 6 months! In view of this changed 
situation and these changed factors, particularly in production? 

Mr. FLtemmine. We all recognize the fact that a steel strike will very 
likely have an effect on our ability to produce in accordance with 
schedules. I suppose that is the most important single factor that has 
entered the picture. Of course, it is impossible to predict how much 
of an impact it is going to have on the defense production program 
because no one knows how long it is going to continue. 

Mr. Cannon. Have you raised or lowered your sights? Have you 
changed your program in any respect in view of this situation / 

Mr. Fiemmrine. I do not think so, Mr. Chairman, but Mr. Fowler 
would be in better position to testify on this than I am. 


IMPEDIMENTS TO INCREASED PRODUCTION 


Mr. Cannon. What impediments are there, if any, to continuing 
your increase in production ? 

Mr. Fiemmrine. I missed the first part. 

Mr. Cannon. What impediments are there to continuing your 
program of increased production in the next few months? 

Mr. Fiemmine. Of course, there is one factor that we have just 
talked about, namely, the work stoppage in the steel industry. As 
far as I can see, there are not any serious factors in the manpower 
picture which would stand in the way of our moving ahead with our 
production program. We do have shortages in certain areas. We, of 
course, have the perennial problem that has been with us since the 
beginning of the mobilization program of having enough tools and 
the right tools at the right place and at the right time. That is one 
of the reasons that Dr. Steelman has set up the Production Equip- 
ment Committee under the chairmanship of Mr. Vance, to take a look 
ut that over-all problem and to make recommendations to him. But 
I do not think of other factors that should seriously alter or affect 
the schedules that have been worked out, let us say, for the next 6 
months other than the ones that I have mentioned. 


PROSPECTS FOR DECONTROL 


Mr. Cannon. You are exercising and you are enforcing or endeavor- 
ing to enforce certain controls? Of course, it is our hope that even- 
tually or in the near future we can begin to discontinue these con- 
trols. What, in your opinion, and in the opinion of your staff here, 
when, in your opinion, can you begin to shed these controls? Take, 
for example, your loan and tax amortization program? 
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Mr. Fiemomine. Mr. Chairman, I would like to share with the com- 
mittee a memorandum which some of the members of the staff pre- 
pared for me who have worked in that particular area; that is not an 
area that I have worked in and I think the memorandum is responsive 
to your question. 

As the members of the committee know, of course, both allocation 
and price controls have been suspended or relaxed in some areas al- 
ready. The policy of the defense mobilization agencies has been to 
keep direct controls at a minimum during this period. 

As the outlook for materials began to improve, various controls 
were relaxed, as we know. ° 


CONTROLS RELAXED ON SOME ITEMS 


While it is undoubtedly too early to consider general decontrol, we 
have already made a significant start toward removing and relaxing 
controls. Among the more important of the materials and products 
covered by these actions effected in the past quarter are lead, rubber, 
bismuth, cans, wood pulp, various types of hides, skins and leather, 
and certain chemicals. In addition, non-nickel-bearing stainless steel 
has been removed from the controlled materials plan. 

The removal of all restrictions on the use of lead in March is an 
example of the implementation of the policy of easing controls as 
rapidly as possible. In short supply as late as 3 months ago, the out- 
look for lead has improved to the point that it appears that the quan- 
tities available, at least during the next few months, will be adequate to 
meet both military and civilian requirements. Allocation and in- 
ventory controls on lead, although being continued, have been liberal- 
ized. 

SUSPENSION OF PRICE CONTROL 


Looking at it from the standpoint of suspension of price controls, 
standafds have been carefully worked out and issued indicating our 
intentions in this area. To date, orders have been issued suspending 
controls over cattle hides, tallow, lard, crude cottonseed oil, crude soy- 
bean oil, burlap, wool, and some other related agricultural products. 

OPS has also suspended regulations on raw cotton and, at the manu- 
facturer’s level, on all cotton, wool and synthetic yarns and fabrics, 
except tire cord, and cotton blankets and bed linens. 

Each suspension order specifies a recontrol point below current 
ceilings, Procedures are being worked out in OPS for watching de- 
velopments in the suspension areas and effecting recontrol if necessary. 

The actions were taken on the basis of standards developed by an 
OPS committee. They provide that prices must be materially below 
ceilings, and economic analysis must show no prospect that recontrol 
would be needed in the foreseeable future. 

In cases not requiring outright suspension, every effort will be made 
to relax reporting and hae. robo in requirements. 

Mr. Cannon. I would be glad if you would elaborate on that in the 
hearings, but in brief, you are working towards the relaxation of 
these controls and you do expect at a comparatively early date to dis- 
pose of most of them. 
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Mr. Fiemmina. I would not be in a position, to agree with your last 
point, but certainly those who have operating responsibility in that 
area recognize that they are confronted with a real problem that is one 
of the reasons why we felt that it was desirable to set up a stabilization, 

licy committee in the Office of Defense Mobilization so that the 
Director of the Office of Defense Mobilization would be getting advice 
on the steps that ought to be taken in this area. I am sure that I reflec: 
Dr. Steelman’s feeling when I say that he wants to move just as rap- 
idly as possible and I think that he would probably hope that the 
thought expressed in your question would materialize sometime in 
the future. 


ESTABLISHMENT OF MOBILIZATION BASE 


Mr. Cannon. And you have succeeded by this time in establishing « 
realistic mobilization base? 

Mr. Fiemmine. Mr. Chairman, again I am approaching it as one 
who has not been intimately connected with that particular area. | 
do not think that I could conscientiously and honestly answer that 
question, “Yes.” I think the thing that I would have to say in con- 
nection with that is that the Office of Defense Mobilization working 
with the Defense Production Administration and with the other in- 
terested agencies recognizes that one of its most immediate and press- 
ing obligations is to establish the mobilization base and certainly some 
progress has been made in that direction. For example, the more 
than 100 expansion goals that have been established by the Defense 
Production Administration represent progress in that direction. But 
again, one of the reasons for establishing a Production Policy Com- 
mittee is to put the Director of the Office of Defense Mobilization in 
a position where he will obtain advice from all of the agencies work- 
ing on that problem. 

Mr. Cannon. Then you are coordinating with the Department of 
Defense ¢ : 

Mr. Fiemmina. That is right. 


MILITARY REQUIREMENTS 


Mr. Cannon. And you have secured from them realistic military 
requirements ? 

Mr. Fiemmina. That is one of the areas where we must still kee) 
plugging away. I would not say that in all instances we have what 
we would regard as satisfactory requirements information, but | 
would also say that the Department of Defense is cooperating wit! 
us in trying to provide us with that information. 

Mr. Cannon. How much money have you made available up to this 
time for military procurement? 

Mr. Fiemmina. That is the figure, Mr. Chairman, that I used a few 
minutes ago where I indicated that the Congress has appropriated 
$94 billion, and the obligations up to the present time are $74,600, 
000,000. Deliveries are estimated at $31 billion at the end of May. 
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RELATIONSHIP WITH INTERNATIONAL MATERIALS CONFERENCE 


Mr. Cannon. What about your relationship with the International 
Materials Conference ¢ 

Mr. Fiemminea. Just prior to the time that Mr. Wilson left the 
Office of Defense Mobilization, Mr. Fleischmann, because Mr. Wilson 
was involved in the steel strike, presented in Mr. Wilson’s behalf 
a statement to the Senate Banking and Currency Committee in relation 
to that matter. In that statement Mr. Wilson took a firm position in 
favor of the operations of the International Materials Conference. 
I have that statement available for the members of the committee if 
they would like to have it. 


MACHINE TOOL BOTTLENECK 


Mr. Cannon. We discussed the last time you were here—and in the 
meantime it has been one of our recurring problems—have you been 
able to eliminate the bottleneck of machine tool production ? 

Mr. FiemMine. Again, I think that I should say that very real 
progress has been made in that direction over the period of a year 
but there are still some problems in that area. That is the reason for 
bringing into the picture the committee of which Mr. Vance is the 
chairman. 

Mr. Chairman, I think it is fair to say that it is a problem more 
of special tools than a general, over-all problem. Mr. Sundquist has 
some factual data. 

Mr. Sunpquist. Shipments are now running over 300 percent of 
the 1045-47 average. That represents a doubling in a little over a 
year in machine tool production. 


STABILITY IN PRICE AND WAGE LEVELS 


Mr. Cannon. One thing the average Member of Congress is re- 
minded of by every mail is the interest of the people at home in your 
price and wage control. How successful have you been in your efforts 
to maintain a general stability in price and wage levels?) And have 
you considered and administered them simultaneously—prices and 
wages being inseparably wrapped up together. 

Mr. Fitemmine. First of all, taking the first part of your question, 
the factual information would indicate that progress has been made 
in that direction. Wholesale and consumer prices both show sharp 
contrast in the post-Korean period between the time intervals be- 
fore and after controls. Consumer prices rose 8 percent from Korea 
to the freeze date. Since then the rise has been only 4 percent. 


PRICE FREEZE 


Mr. Cannon. Have you frozen prices? Are you attempting to 
freeze prices ? 
_ Mr. FLemMine. Let us put it this way—there was a freeze in prices 
in January 1951 with i ead adjustments in order to make the 
prices equitable. To use an illustration that I think Mr. DiSalle used 
at various times when he was head of OPS, a very real effort has 
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been made to slow down an automobile that had been running at 75 
or 80 miles an hour to possibly 20 or 25 miles an hour. 

But from the date that those controls were put into effect, to the 
rem we the consumer price index rose four percentage points to its 

ighest level and has since fallen shightly although now, as we know, 
it is beginning to edge up again. e wholesale price index rose 16 
pee points from Korea to the time that controls were imposed 

ut has since fallen approximately 4 percentage points. Wage in- 
creases in manufacturing in the entire period since Koren have closely 
paralleled consumer prices. Wages of workers in most other occu- 
pations have risen by smaller margins. This does not mean to im- 
ply that direct controls were the only cause of the relative stability 
which has occurred since the period when these controls were put 
into effect. It cannot be questioned, however, that both the psycho- 
logical and otherwise real economic effect of the general freeze and the 
direct controls since that date have been very largely instrumental in 
this result. 

Mr. Cannon. Now you are speaking in general terms and you are 
speaking of average prices. 

Mr. Fiemmine. That is right. 

Mr. Cannon. There have been specific instances and individual 
areas in which you have not been able to stabilize prices? In what 
instance, for example, have you failed ? 

Mr. Fiemminc. Mr. Chairman, that is information that I would 
have to supply for this committee. 

(Discussion off the record.) 


COORDINATION OF RELATIONSHIP BETWEEN PRODUCTION, PRICES, AND 
WAGES 


Mr. Cannon. What steps have you taken to more closely coordi- 
nate the relationship between production and prices and wages? 

Mr. Fiemmine. As I review the activities of the Office of | Defense 
Mobilization over the period of the last year or so, I would say that 
that is an area where possibly it has exercised more leadership than 
in any other phase of the stabilization picture. Fore example, when 
the production people—that is, when the Defense Production Admin- 
istration people begin to maintain that they could not get increased 
production because of a price situation, and when the Office of Price 
Stabilization or ESA resisted any suggestion for change in prices, 
it then became necessary for the Director of the Office of Defense 
Mobilization to step into the picture and make a decision. Decisions 
of that kind were made affecting the machine tool industry; decisions 
of that kind were made affecting lead and zine and more recently, 
a decision of that kind was made by Dr. Steelman in connection 
with copper. As we know, the Chilean Government decided that 
they were not going to continue an agreement that they had with this 
country permitting us to purchase a certain percentage of their cop- 
per production at 2714 cents per pound. Therefore, it became neces- 
sary to make some price adjustments in copper. OPS, I think, by 
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and large, resisted those upward adjustments. The Defense Pro- 
duction Administration felt that they should be made. Dr. Steel- 
man met with both groups and after listening to the arguments on 
both sides made a decision. Such decisions mean again that Dr. Steel- 
man needs good staff advice in order to go in and make decisions of 
that kind. 


UTILIZATION OF EXISTING PERSONNEL 





Mr. Cannon. Last year, when Mr. Wilson was with us, testifying 
on this estimate, this committee expressed to Mr. Wilson its disap- 

ointment at the seeming inability of the executive branch of the 
cpmemncar to channel these mobilization activities through the reg- 
ular agencies and the utilization of existing personnel to the maxi- 
mum in the program. 

I trust you took our suggestions to heart, and in the meantime 
what have you done to alleviate this problem ? 

Mr. Fremmine. Mr. Chairman, I feel that the Office of Defense 
Mobilization has followed the kind of a philosophy that is reflected 
in the recommendations that you made. 


MANPOWER OPERATIONS HANDLED BY DEPARTMENTS 


Now, may I go to the area that I know the best, namely, the man- 
power area, to show you just exactly how we have done it in that 
area? We have not set up any new emergency agency to deal with any 
of the manpower aspects of defense mobilization. The principal 
operating load is carried by the Department of Labor, one of the old- 
line departments of the Government. Of course, the military side of it 
is carried by Selective Service and the Department of Defense. The 
agricultural manpower side of it is carried by both the Department 
of Agriculture and the Department of Labor. 

I know that when I came into the manpower job 16 months ago, I 
told Mr. Wilson that that was my idea as to the way in which an office 
like the Office of Defense Mobilization should function in the man- 
power area and he agreed with me 100 percent and told me to go 
ahead and operate on that particular basis. So I am sure that the 
objective the committee has in mind is the kind of objective that Mr. 
Wilson had in mind and at least in the manpower area, I can testify 
to the fact that we have adhered to that concept 100 percent. 


COST OF MOBILIZATION EFFORT. 


Mr. Cannon. Last year Mr. Wilson, at the conclusion of his testi- 
mony, supplied for the record the total cost of the mobilization effort 
in tabulated form and we would appreciate it if you would bring that 
statement up to date at this point in the record. 
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(The table referred to is as follows :) 


Cost of the mobilization effort (expenditures for major national security programs) 




















[Billions of dollars] 
Fiscal years 
1952 1953 
1951 actual estimated estimated 
Department of Defense, military functions and mutual de- 

SO ROMSIEMOD DOOGTAM . 6... «20s win eqn sn see nw ene nseesees $20.1 $40.6 $58.0 
EE CI Sioa ono op naps ncdcu au cacusdpegupecossd 3.0 2.2 2.3 
8 P Ne De eo to ita ed 37 oid ci bbiadiled 7 .8 1.0 
Atomic En On anal 9 1.6 2.5 

aE A ididlach . blaihondiea wwe caackad 1 -2 2 

Defense production and economic stabilization... ._._........- 2 BS .5 
Diefense boning and civil defense. ...................-- 001 sa 2 
|e Lal tes pe msg tan Nt na 25.0 45.7 | 64.7 








Note.—Data based upon assumptions (1) supplemental appropriations requested or about to be re- 
quested will be enacted; (2) no expenditure limitations lower than amounts estimated above will be imposed 


CONSTANTLY CHANGING PICTURE 


Mr. Wurrren. Doctor, listening to you here I wonder what resur 
vey, revising, or reconsideration you make of the various programs i): 
the position that you represent in coming before us here? I mean, do 
you make just one finding as to the ultimate goals in line with the ul- 
timate need and then turn it loose to the action groups that come un- 
der you, or is this a constantly changing picture that you folks on the 
top review periodically ? 

r. Fiemmine. It is, Mr. Congressman, a constantly changing pic- 
ture. Again let me use an illustration in the manpower field. We are 
about to put out a policy on agricultural manpower. We are thinking 
particularly in terms of what might be called the full-time skilled or 
semiskilled type of help that is found on the farm. That is something 
that has come up recently as a result of our taking a look at the tota! 
manpower situation. I am sure that there will be additional steps of 
that kind taken in the manpower field. 


ODM’S PART IN RELATED LEGISLATION 


Mr. Wuirren. In connection with the various acts that are neces 
sary to carry this program on, do you-folks appear before committees 
and make recommendations as to what that act should contain / 

Mr. Fiemmine. Mr. Wilson, while he was serving as Director of 
the Office of Defense Mobilization, appeared, I think, on virtually al! 
of the bills affecting defense mobilization. 

Mr. Wurrren. You appear here as the man next in line to present 
this matter, though, as you have explained it, you have not had thie 
experience in certain details of it that he had before you. 

Mr. Fremmine. Up until a few weeks ago, my area has been en- 
tirely manpower. 

INCENTIVES FOR EXPANDING 


Mr. Wurrren. It is mighty easy to get into a controversy between 
the various segments of population and I do not mean to try to invite 
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that kind of thing, but I want to raise the question that Mr. Cannon 
raised, and I have raised it continuously in the Congress. In connec- 
tion with this over-all program you set out to meet the requirements 
for the immediate and Fature needs of the country—in other words, as 
you say, mobilize the Nation to meet its needs and problems—what 
do you do under the present law and what would be your recommenda- 
tion now in continuation of the Defense Mobilization Act? What 
special incentives do you give for expansion of plant facilities and pro- 
duction in connection with manufactured. goods ¢ 


TAX AMORTIZATION 


Mr. Fiemmine. I assume, Mr. Congressman, you have in mind tax 
amortization. 

Mr. Wurrren. If that happens to be one. But I would like you 
to list them here so that the record might show them at this point. 
Briefly, what is tax amortization? This committee is familiar with 
the program. It just want the record to show here in one, two, three, 
four order and briefly so that it will all be in one place—just what 
does tax amortization mean ¢ 

Mr. Fiemmine. As the members of the committee know, the tax 
amortization provision is contained in the Internal Revenue Act. 

Mr. Wurrren. It means then that you let them charge the plant 
expansion off in as little as 5 years. 

Mr. Fremurine. That is right. 


PRIME CONTRACTS 


Mr. Wuirren. In addition to that, for that increased production, 
you give prime contracts, or you can if you see fit. 
Mr. Fitemainea. In some instances they will receive contracts. 


LOANS 


Mr. Wuirren. In addition to that, if in certain fields they convince 
you expansion is needed, you are authorized to loan millions of dollars 
for the construction itself, will you not? 

Mr. Corrga. Generally, it is our policy to attempt to limit financial 
incentives and not to pile one on top of the other. For example, you 
could give tax amortization and then a loan, and then a guaranteed 
purchase contract, so that there would be no liability on the part of 
the individual. 

Mr. Wurrren. What you have done may be entirely necessary. I 
am just trying to show it. The matter I have pointed out repeatedl 
in handling agricultural appropriations bills on the floor, that wit 
regard to industry, you do give these things that have been mentioned. 


LACK OF INCENTIVES TO FARMERS 


Now with regard to agriculture, when you increase the goals, what 
assurances do you give when you increase the demand on the American 
farmer to produce over and beyond that which could be expected to 
be used in our own country and even to the extent of building up a 


ri “ dsaaan What incentive, in that case, do you offer to the 
armer 
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Mr. Correa. There are support programs. 

Mr. Wuirren. You are the fellows who recommend the continuation 
of the law. You are the folks who handle the present law. You are 
supposed to keep in touch with its operation and review it periodically 
and a part of it is that increased production if we are to mobilize this 
Nation on the part of the farmer. I am asking you, What assurance, 
if any, do you give him? . 

I will answer that. In the basic commodities you give him not to 
exceed 90 percent of parity which is a comparative purchasing power 
between 1909 and 1914. The law provides for extra supports but it 
is not used. However, before you set up this program, what extra 
incentive did you give him to build up the surpluses which puts down 
the prices he would get in regular production. You don’t give him 
anything, do you? Why is that left out of your program in the 
expansion or the extension of the law? 

Mr. Fiemmine. Mr. Congressman, I am sure that Mr. Wilson, while 
he was serving as Director of the Office of ODM, worked very closely 
with Secretary Brannan in the whole agricultural area and I per- 
sonally do not recall of any instance where Mr. Wilson and Secre- 
tary brannan were in disagreement as to what should be done in the 
agricultural area. 

Mr. Wurrren. The point of this is that if you ask for—as Mr. 
Cannon says—overproduction, that is beyond normal consumption in 
our own country and beyond normal export. If you ask for a pro- 
duction beyond that, your surplus not only might go by the board 
for a little or nothing, but having a surplus has the effect of pulling 
down the prices received for the whole crop. And yet American 
agriculture has yielded to the Nation’s request to make this overpro- 
duction without any extra incentive or any extra effort to pull it off 
of the market, and you folks, with the bill up again, have made no 
recommendations to do anything to correct the situation that Mr. 
Cannon has mentioned. 

Is there any other cure for the farmer other than “Just don’t pro- 
duce it”? You are reviewing this thing periodically and I want to 
really know, Is there any other answer for the farmer than just to be 
careful not to plant more than people purchase. 

Now manufactured goods you take off the market. If you need a 
stockpile, you buy and stockpile. You get it out of the way so that it 
doesn't affect the movement of the regular production. But agri- 
cultural products, you just leave them swinging around to knock down 
the prices on the regular crop. 


NEED FOR REVIEW 


Now in your efforts to review, I am asking you, Don’t you think 
some change should be made in that? 

Mr. Fiemmine. Mr. Congressman, I personally have never been 
called upon to review that situation. I will be very glad to deter- 
mine whether or not the Office of Defense Mobilization has within the 
past 6 or 7 months participated in such a review, and if so, what recom- 
mendations it made. 

Mr. Waurrren. That will be history. Now, I want to know what you 
are going to do from here on. 
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Mr. FiemMing. I am not in a position to predict as to what the 
Director of — 

Mr. Rooney. When Mr. Cannon referred to that check and the 
cashier a while ago, I am afraid that we are going to find my check will 
come back marked “no bank” if we go any further. 

Mr. Wurrtten. It is not a case of trying to raise the cost of living 
above that which has existed but it is a case of carrying these things 
on an even keel; you are going to have to do this all along the line. 
I do not care which one gets out of kilter, sooner or later it is going 
to throw the rest out of kilter. 

Mr. Fitemmine. Mr. Congressman, I am not in a position to predict 
what the Director of ODM is going to do. 

Mr. Wuirren. You are going to review. I want to know what you 
are going to do about recommendations in the future based on such 
study if you make it. Can we count on your making those studies 
as to what should be done from your own standpoint ¢ 

Mr. Fitemmina. I will be very glad to say this—that you can count 
on the fact that—— 

Mr. Wurrren. I am not trying to commit you to recommend that 
they do this, that, or the other. Iam asking, who is going to look into 
this situation and come up with whether or not it ought to be and stand 
by your guns? 

Mr. FLemmine. I can assure you that as long as I am functioning as 
Staff Director, I will see to it that the Director of ODM is put in the 
position where he does get good sound advice on that point. I think 
he would rely primarily on the staff of the Department of Agriculture 
in that particular area, consistent with our policy of utilizing the exist- 
ing agencies of Government. 

Mr. Wurrren. I hope so. It has been my experience that the De- 
partment of Agriculture’s recommendations do not govern in such 
fields as that. It is not to push it ahead, but there is a tremendous dif- 
ference between asking for extra production on only the basic com- 
modities where you give them assurance of 90 percent of the com- 
parative purchasing power he had in 1909-14 when farming was not 
technically a commercial enterprise. You could lose your farm then in 
10 years if you didn’t make a dime. Today you can lose it in about 2 
years, 2.7 years. It is a commercial operation which makes for a tre- 
mendously risky thing whenever you are short of labor, supplies, and 
other things, and you increase your production beyond that which 
can be used and for which there is a market. 


POSSIBLE EFFECT OF CONTROL OF INDUSTRY 


There is one other factor I would like to know about in your efforts 
and I have run into this in dealing with one of the subjects in recent 
weeks. Iam wondering if you regularly review the situation to see, in 
your efforts to increase production, if you might not end up by actually 
controlling the industry, naming competitors on the one hand or per- 
haps creating monopolies on the other. Can’t you folks determine who 
shall exist and who shall not and perhaps in the end come up with less 
production / 

Is that possible under some of the programs that you have ? 


Mr. FLemnrne. I am not aware of any program that would lead to 
that end result. 
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CRITERIA OF TAX AMORTIZATION 


Mr. Fremmine. All I was going to say is, Mr. Fowler has the 
operating responsibility and I am sure that in his explanation of the 
way in which he has discharged that operating responsibility, which 
he will undoubtedly make to this committee, you will find that the 
factors that you have outlined have been taken into consideration. 


VALIDITY OF PRODUCTION GOALS 


Mr. Wurrren. In the last 2 or 3 weeks I had had occasion to go 
into the technical field of fertilizer. You find that they set a pro- 
duction goal and you find that the companies then set up a tax-amorti- 
zation program to reach the goal. But you find the applicants come 
in and oversubscribe it more than 100 percent. Wouldn’t that indi- 
cate that the likely market for that fertilizer is much greater than the 
goal that the Government set up if all the companies come in and over- 
subscribe it as much as 100 percent? Wouldn’t it be an indication of 
that? 

Mr. Fiemmrinc. That is something you would want to take a look at. 

Mr. Wurrren. Forgetting the field, if in any field the goal set by 
the Government was oversubscribed as much as 100 percent—you have 
got to sell the stuff—wouldn’t it be an indication that there may be 
something wrong with the Government’s guess? 

Mr. Fiemrine. Certainly it ought to be looked at under those 
circumstances. 

Mr. Wurrten. Do you make individual studies of the net earnings 
of some of these older companies, who ask for the quick tax amortiza- 
tion, to determine whether their profits have been such that they could 
expand on their own if they wanted to if they did not have available 
this tax amortization ? 

Mr. Correa. The basic question you are striking at seems to have 
two phases to it: One is the monopoly question which you have 
mentioned. 

Mr. Wurrten. There are a lot of ramifications. I am not attacking 
this point. It may be sound. 

Mr. Correa. On that, the defense agencies consult with the Depart- 
ment of Justice and the Chairman of the Federal Trade Commission. 

Mr. Wurrren. There might be plenty of things that are not illegal 
but might not be a good thing for business. I do not have reference 
to anything illegal. I just mean the business tends to center in a few 
hands. 

Mr. Correa. Secondly, on the point of tax amortization, and there 
is a real problem as to the advantages and disadvantages of tax amor- 
tization because if a man gets a certificate which permits a write-off 
or accelerated amortization over 5 years, at the end of the 5-year 
period, of course, following his depreciation deduction, he is going 
to have to pay taxes at a higher rate for that facility. 

Mr. Wuirten. Over a period of time he could pay more taxes. 

Mr. Correa. There is an element of risk. 

Now, with the tax amortization, there is the immediate inducement 
to move ahead, but it requires normally in financing with private 
resources—— 
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Mr. Wuirrren. If, though, when you set up your program it is over- 
subscribed 100 percent, is there not a question about whether they 
should not go ahead and do it with their own resources? 

Mr. Correa. It is certainly worth looking into, that is true. 


EFFECT OF TAX AMORTIZATION ON COMPETITION 


Mr. Wurrren. If the old-line industry, those already in it, sub- 
scribed fully to the tax-amortization service, and if a newcomer to the 
field desired to get into it, would you think that he could hope to get 
into it on a competitive position; that is, compete where his competi- 
tors have been given this quick amortization? In other words, the 
newcomer who wants in the field because he sees a great market, can- 
not compete for 5 years with the sale price. He cannot compete at. 
the sation place for funds with which to put up his plant, and it is 
not possible under those circumstances that you hiss limited produc- 
tion, because you have, by giving those already in the field tax amorti- 
zations, frozen out the fellow who, because he did not have it, could 
not compete for 5 years, to say the least? Is that not possible? 

Mr. Sunpqutst. In the case of aluminum, a new company has been 
brought in to compete against the Big Three. We now have four com- 
petitive companies where there were three before. In the case of steel. 
there are at least two new companies that have been started under this 
program, 

Mr. Kreacer. There have been quite a number of tax-amortization 
certificates that have been issued under what you almost consider 
to be a hunting license—the one for a New England steel plant has 
been in existence for some time and has been renewed twice. 

Mr. Wutrren. It makes me wonder if it does not apply to others 
besides fertilizer. You are pursuing that subject, but it is something 
for us to give thought to. When you give the tax amortization to 
those that have been in it all the time, you thereby are making those 
companies larger, and on the other hand you set up competitors, as 
the new companies in aluminum. It means you make or break, or 
could do so. But when you give this tax amortization to the ‘first 
ones, you do not promise not to give them to others, do you? 

Mr. Correa. No. 

Mr. Wurrren. If there is a need in the Nation for the end product 
beyond the goals, don’t you think that you should continue to give 
your tax amortization service to enable those that can see a ready: 
market a chance to get in there and supply that need ? 

Mr. Correa. The goals are under constant review. 

Mr. Wurrren. In this instance—— 

Mr. Correa. It is not a frozen thing, so that the situation will be 
scrutinized. 


PRODUCTION OF FERTILIZER 


Mr. Wuirren. I deal with Agriculture appropriations primarily. 
The record shows, if I understand it correctly, that in the fertilizer 
field they set one goal for the over-all need. But in time of war the 
military could well take it all if they want it, and probably properly 
so. And yet the records do not show that the military has ever said 
how much they would really take under those conditions. The record 
shows that under the Marshall plan that during the last war when 
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the Marshall-plan countries needed it they took it and the American 
farmer took what was left. The record shows that when more money 
could be made in selling chemicals that go to nitrogenous fertilizer 
for other uses, many of the companies did it, and there is nothing 
under your tax amortization that requires them to make fertilizer for 
agriculture, for the military, for foreign aid, or that a certain per- 
centage of the production shall go into any of those needed. If 
agriculture is going to come behind the military without knowing 
how much that would be, behind other uses for the chemicals, and 
even foreign aid, wouldn’t you think under those conditions that you 
should have a tremendously high level of production if we are going 
to be dependent on what is left over ¢ 

Mr. Fiemmrne. I certainly think that is a factor that should be 
looked at. 

Mr. Wurrren. I am raising a very material question insofar as it 
affects agriculture. 

Mr. Kreacer. All of the expansion ideas of the Department of Agri- 
culture on production of nitrogen have been met. That is, the official 
requirement estimate of the Department of Agriculture is covered in 
the expansion goal. 

Mr. Wurrren. The record shows that American agriculture for only 
one 6-month period in the last 10 years has been able to buy all the 
nitrate fertilizer that it wanted. I have asked for a review of this 
whole thing but I am wondering whether you don’t enter into the same 
kind of thing on steel. You come in here and set up an expansion pro- 
gram and set up tax amortization. Haven’t you committed yourselves 
then to set it up for the next company that wants to get into it. If 
you do not give it to him, you have limited production because in the 
absence of it he cannot compete with the one who has it and therefore 
doesn’t enlarge his plant. Don’t you think you should, insofar as 
business can see a market, to give him the same break that you gave the 
other? I am one of those who doubt that you are affecting the tax 
income because they do not build a plant, and therefore do not pay 
taxes anyway. 

Mr. Fitemmine. It cannot go on forever. 

Mr. Wuarrren. I am not talking about putting Government money 
in a plant. I am talking about when businessmen themselves are 
ready to put up a plant on a competitive basis with others that you 
have put in an expanded position. I am wondering if you have any 
right to hold them back by refusing to give them the same thing which 
is nothing more than charging off something that they build. 

Asa sound policy, I just raise the question. 

Mr. Correa. It is a good question. Tax amortization has been on 
the books now for about a year and a half, and it has been known in 
the business community that it is available for defense related ex- 
pansion. 

My point is that they could come in. They know it is there. 

Mr. Wurrren. The goal has been oversubscribed 100 percent. When 
they come in they are told we are sorry, you are too late. They say, 
yes, but this other fellow does not have the location, the fuel, the 
transportation. You say, yes, but he filed his first. Is it the point, 
who filed first, or is it the point who can produce under emergency 
conditions to meet your need ? 

Mr. Correa. It is both. 
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ACTUAL EFFECT OF TAX AMORTIZATION ON PRODUCTION 
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Mr. Wurrren. The point I am getting to, don’t you need to look at 
your ceilings and lift them if need be if American business will put 
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4 its own money in its own expansion if you put him on the same level 
: that you put the other fellow? Isn’t it a fact that in his opinion, 
f the market is there or he would not put his money in it ? 

- It raises a real question. When you put a goal here and you give 
1 quick tax amortization until you meet the goal—it leads you to wonder 
7 if in effect you haven't restricted production beyond that point be- 
i. cause new money cannot go in the field since you put it in an inferior 
, position. There is nothing to keep you from raising your goal, from 
‘. giving him that same tax amortization, because in the first instance 

you did not promise the other fellow that no one else could have it. 

t [ ran into this fertilizer situation and I am very much interested and 

disturbed about it because I know that the American farmer has 

7 never asked for half the fertilizer that he ought to use. But in only 
J 6 months of the last 10 years did get that which he asked for. The 
> record itself shows that in the time of emergency, military first, other 
, uses second, agriculture what is left over. 

y Now you may think I am belaboring the point but I think it does 
v4 enter into how much review you folks who are above the operating 
:. level are giving to whether you have a right to ask farmers to pro- 
“ duce above the demand and create a surplus. Do you have the right 
“i to do this without making changes in your present program ‘ 
os Mr. Fremmine. We will certainly relay the observations that you 
if have made here to the people who advise Dr. Steelman in this area 
“ and ask them to give it their attention. — 
~ Mr. Wurrrten. I hope to go into it with the operating program, but 
a you can easily set out with the best intention in the world and end up 
4 with a restriction. I think you have restricted the manufacture of 
Ve fertilizer without intending to because you have cut out folks who 
cs want to get in the business and who see a ready market ; who, if they 
. can Just get in on a level with the other fellow, are glad to do it. 
ne INCREASE IN STEEL PRODUCTION 
- Mr. Kirwan. Something was said about the increase in steel produc- 
in tion from 100,000,000 tons to 109,000,000 tons. Could you tell me 
ny where this gain was accomplished ? 
ch Mr. Sunpquist. In what particular plants I cannot say. 

. Mr. Kirwan. Neither can I. I do not know of any additional steel. 
_ _ [represent the fourth largest steel center of the world. They haven't 

= put one blast furnace or open hearth steel plant in there. They have 
4 been short of scrap. Where could they get that gain of steel? That ‘ 

cual is 16 percent gain of steel since—— 
Mr. Fitemmina. That is capacity, not production. 
Mr. Sunpquist. Production is very close to capacity, as a matter 

vam of fact. 

BY; Mr. Kirwan. He said it was 109,000,000 tons. 

* Mr. Sunpquist. May we provide that? 

cy 
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STEEL PLANT AT MORRISVILLE 


Mr. Kirwan. We gave United States Steel $450,000,000 to build « 4 
lant on the Delaware River at Morrisville. How long will it be 
fore they produce steel there? 
Mr. Fitemmine. That I will have to provide. 
(The information requested is as follows :) ; 
The new United States Steel plant located in Bucks County, Pa., on the Dela 
ware River, was scheduled to start production in July or August and to swing ; 
into full production by the beginning of 1953. : 
This plant will have an annual production capacity of 1,800,000 steel ingots. 





INCREASE IN STEEL PRODUCTION . 

Mr. Kirwan. I would like to have the facts about this increase you ze 

speak of, because when we are marking up the bill, I will need the facts ; 

if I am going to have any judgment about what is required. That . 
is a big increase, from 93,000,000 ingots and now up to capacity } 





production. 

Mr. Sunpqutst. We will complete the record, but I do know that 
Jones & Laughlin brought in a 2,000,000-ton-capacity plant in the 
Pittsburgh area. 

Mr. Kirwan. When? 

a Sunpquist. About a year ago. Mr. Wilson went out and dedi- 
cated it. 

Mr. Kirwan. The whole capacity was 2,000,000. Jones & Laughlin 
accounts for 2,000,000 ? 

Mr. Fiemminea. Of a total of 9 million. 


























Mr. Kirwan. That is a far cry from the other 14 million. 
Mr. Fitemminc. We will be very gtad to get the information. 
(The information requested is as follows: 
Breakdown of individual projects which added to the ingot-ton capacity in the steel 
industry between July 1, 1950, and June 1, 1952 
Ingot capacity 
Company Location ponte «aE ‘ | 
1, 1952 = 
pT Lk Res Sere p ret Lp ot, UE i eon eee 75, 000 ‘ 
Allegheny Ludlum Steel Corp.: 
I wedi aries pedi Brackenridge, Pa. ._.........-...- 2, 160 
Er re se ee _.  « ) i sa eee eee 77, 000 
Armco Steel Corp.: ; 
Sheffield Steel Corp.........----------------- _..| oo hee wE 282, 000 4 
Middletown Division .-......................... Middletown, Ohio_._........-..-. 377, 000 3 
pm PRN SOUND oo sn kc nce ck cectecccck Kansas City, Mo__...........-..- 210, 000 4 
Atlantic Steel Co___.............. tlan' 120, 000 4 
Babcock & Wilcox Tube Co_____. 83, 050 a 
Baldwin-Lima-Hamilton Corp. -- é : 20, 660) 3 
ESSE OE aE But LE 53, 700 2 
oa pc amipmircdianeoiie Ph a 
Bethlehem Steel Co.: 
Rb ncn sctinnnegotatatebsiinwabbsetbbika 
TN ERA RARE CR RSIS De eM 
 , SRA SEE OE CR ee WE 
ER RR ee Si SAR 
SEE OTN POAT OEY eS wanna, N. 
Bethlehem-Pacific Coast Steel Co_..........-.- Los Angeles, Calif 
ES ESE ar ese PR NE ES Soe a 
Colorado Fuel & Iron Corp.: 
oe a St ea oy Rte ee 
Wickwire Spencer Stee] Division_.._...........- -: Se eee 
Sp ATS ale RE I Be, TTI S Claymont, Del__.--- 
oo | See edicts ...--| Birmingham, Ala-.- 


Continental Steel Corp..._- Pees 
Copperweld Steel Co. _..............................] Warren, Ohio 
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Breakdown of individual projects which added to the ingot-ton capacity in the steel 


ind metry between 


uly 1, Snead and 7 I, evs eonsemnaga 


Ingot capacity 




















: added July 1, 
Company Location 1950, to June 
1, 1952 
Crucible Steel Co. of America: 
hen ni inten santana sapenens Harrison, N. J__---- 1,080 
i ee ae SE Pe oe: .-| Midland, Pa.----.---- 83, 900 
Sanderson-Helcomb. .....-....-.-------.-------.-- Syracuse, N. Y..-.--- 9, 800 
Damascus Tube Co. (Vacuum Melt, Inc.)----------- Greenville, Pa__ 1, 800 
Eastern Stainless Steel ais CUE Finn ildagundeatonas Colgate, Md_____- 2, 200 
IN ain ander cennwanedngosnsee Oakmont, Pa__- 38, 310 
Empire Steel Co__...-_-- 4 dhe .| Mansfield, Ohio- 3 88, 980 
eh, waiters one ~ ca ditewnennsoswonsdes eu Erie, Pa 149, 000 
PR ae oc cnontennctduansaatounes Dearborn, Mich_. | 80, 460 
SL SCR Gi aS Gar eed Spear peter Pittsburgh, Pa... : 8, 970 
Hoster Steel MGT s 2 - 2-4 ----- nen e-ne0--2--2-3-- Oklahoma City, Okla. 16, 920 
Ingersoll Steel Division: | 
I NE EE OR ae CE TE oP New Castle, Ind é 4, 800 
Isaacson Iron Works = Senin Seattle, Wash_--. | 480 
Jessup Steel Co.. deer ‘ Washington, Pa | 8, 07 
Jones & Laughlin Steel Corp ihn 4, 674, 324 
Pittsburgh - -__- Pittsburgh, Pa 1, 199, 500 
Otis _.. eee Cleveland, Ohio } 360, 000 
Kaiser Steel Corp . , Fontana, Calif 180, 000 
Keystone Steel & Wire Co _.....| Peoria, Tl 7, 500 
Laclede Steel Co _...| Alton, Tl | 12, 160 
Latrobe Electric Steel Co ___.| Latrobe, Pa 13, 200 
McLouth Steel Corp... .. _-__| Trenton, Mich . } 161, 000 
Midvale Co ba 3 P hiladelphia (Nicetown), Pa } 199, 830 
National Steel Corp. | 
Weirton Steel C : --| Weirton, W. Va | 350, 000 
Great Lakes Steel Corp Detroit (Ecorse), Mich | 250, 000 
National Supply Co_. f | Torrance, Calif | 12, 600 
Newport Steel Corp ; Newport, Ky | 3, 900 
Ohio River Steel Co. _.| Toronto, Ohio 136, 080 
Oregon Steel Mills _.| Portland, Oreg 43, 900 
Pacifie States Steel Corp | Niles, Calif 50, 700 
Pittsburgh Steel Co | Monessen, Pa 80, 000 
Republic Steel Corp.: | 
Buffalo hs SSE es OE Sie Sr oe ae Buffalo, N. Y -| 52, 000 
“i ST aa ae tig i mR 9 RE Cleveland, Ohio : ‘ 972, 000 
Massillon cash. bdbbi Licance deel ott) ee ne s2. 10, 000 
Youngstown RE AEE Se -| 27, 0100 
Warren nme : ae nn oo 2 Te Se no | 40, 000 
Canton. _.......- SER Tee ay aes | Canton, Ohio _. } 325, 000 
South Chicago si es aes PO | 103, 000 
We te thn ose, eet ee cise ed od Gadsden, Ala 139, 000 
Rotary Electric OP ORT Sea aT. Te We Detroit, Mich ‘a 14, 000 
Sharon Steel Corp_____- BES ie al 2 Bad | Farrell, Pa_._- 18, 600 
| Lowellville, Ohio | 90, 000 
Southwest Steel Rolling Mills...............--.-.--. | Los Angeles, Calif 600 
Union Electric Steel Corp. .....:.....-.......-...... | Carnegie, Pa_._-.--- | 5, 760 
United States Steel Co. (Carnegie-Ilinois Steel | 
Corp.): | 
Clairton 4 Clairton, Pa 95, 000 
Edgar Thomson | Braddock, Pa 311, 700 
Duquesne Duquesne, Pa s 217, 200 
Homestead rt Munhall (Homestead), Pa 87, 000 
Ohio . ie | Youngstown, Ohio 340, 000 
Gary } __.| Gary, Ind ____.- 545, 600 
South. Bee __| South Chieago_ . | 366, 000 
TE Sa ete SRS a Ran eae pee Vandergrift i 70, 000 
(merican Steel & Wire Division: } | 
South i oe | Worcester, Mass , OOO 
Donora Donora, Pa. 8, 000 
Columbia Geneva Division ‘ | Geneva, Utah 200, 000 
National Tube Division: | 
National ‘ Le 4 _.| McKeesport, Pa 60, 000 
Lorain R a _| Lorain, Ohio 50, 000 
Tennessee Coal Division: 
eras! eS RS Pre oa Ensky, Ala 57, 000 
Fair Field Jie Diag ie a yn llr A Fair Field, Ala_- 120, 000 
niversal Cyelos Steel Corp ; Bridgeville, Pa 16, 040 
Vanadium Alloy Steel Co ; Monaca, Pa ; 7, 020 
w ashburn Wire Co__. 3 [ Philipsdale, R. I_- 35, 000 
Vheeling Steel Corp j Steubenville, Ohio 60, 000 
uungstown Sheet & Tube Co.: 
Brier Hill. .__.-. I> Youngstown, Ohio 78, 000 
Campbell. ....-..... ‘ Campbell, Ohio- 210, 090 
ee ae i ey 784, 054 
| 
“ource: 





¥ sbedaisis iuieanis by National Production Authority. 
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FUNDS FOR ADVISORY COMMITTEES 


Mr. Forp. Dr. Flemming, what percentage of the over-all appro- 
priation that is requested for this agency would be used for the various 
advisory committees that I understand meet once a week, those which 
you enumerated during the forepart of your discussion ? 

Mr. Fiemmine. I will have to total that to give you the percentage. 

Mr. Forp. Just roughly. 

Mr. Fremmine. For example, the Production Policy Committee, 
the Stabilization Policy Committee, and the Manpower Policy Com- 
mittee are interagency committees and as a result do not involve any 
travel or similar costs. I have already explained to you that as far 
as the Manpower Police Committee is concerned, our staff work is 
done by other agencies. That will be also true of the Stabilization 
Policy and Production Policy Committees, so that a very small amount 
of money will be used for the operation of those committees. 

Now, a committee like the Health Resources Committee, will cost 
a little more because those people come from out of town. From the 
period April 19, to May 1, this committee spent about $8,000 on travel 
and $7,300 on salaries. 

Mr. Forp. Although the committees themselves might not be an 
expensive part of this agency work, the staff of the agency, the cost 
of the staff is really attributable to the end result that these com- 
mittees come up with. 

Mr. Fremminc. That is right. The staffs are for the purpose of 
developing staff papers and assisting the committee. In some instances 
they help carry out some of the decisions of the committee. 

There are 13 positions assigned to the Health Resources Committee. 
I do not know just what their average salary would be. 

Mr. Hurtey. About $6,500 as an average. 

Mr. Fiemmina. All that the Science Advisory Committee has is one 
secretary plus the executive secretary who serves without compensa- 
tion. He is simply being reimbursed for travel. 

The Production Equipment Committee has just started. One staff 
person is giving full time to it, and two or three others may be added. 
It may go up to six with maybe three clerical personnel, making a total 
of nine. That just about covers the committees. 

Mr. Forp. It would be fair to say, then, that a substantial portion 
of the work—it may not be in dollars—for this agency involves these 
various meetings and the recommendations that flow from them are 
considered in making this budget request. 


WORK OF COMMITTEE STAFF 


Mr. Fitemmine. It is fair to say certainly that we use the inter- 
agency plus the outside committee concept to a very considerable 
extent. We use the interagency committee because we feel that is one 
of the most effective ways of getting coordination. Certainly a good 
deal of the work of the staff is pointed toward development of staff 
papers for those committees. 

I would say, however, if you were thinking of it in terms of the 
time of the staff, the program staff, for example, might spend less than 
a fourth of their time servicing the Production Policy Committee. 
In the case of Health Resources, I suspect that 50 percent or better of 
their time is devoted toward servicing that committee. 
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Mr. Forp. These committees meet more or less once a week in most 
instances. 

Mr. Ftemmine. The interagency Manpower Committee meets once 
a week, the Production Policy Committee is probably going to meet 
every 2 weeks. The Labor-Management Manpower olicy Commit- 
tee meets twice a month. The Health Resources Committee meets 
twice a month. 
4 Mr. Forp. Is that the policy? I believe you stated earlier that 
' when these meetings are held, papers are prepared for the various 
' members, and based on those papers, the decisions are usually made. 
4 Mr. Fremuine. That is right. 


peas ars KE ts iE Se 


Pier 





WORK OF HEALTH RESOURCES ADVISORY COMMITTEE 

Mr. Hurry. May I inject something here about Health Resources 

_ Advisory Committee? This is a good illustration of the kind of thing 
- our committees can do. In the health field some 20 governmental 
_ agencies are involved. The Department of Agriculture’s Bureau of 

Animal Industry, the Armed Forces Medical Policy Council of the 
Department of Defense, the Bureau of the Budget, the Veterans’ 
Administration, the Federal Security Agency, and so forth. The 
Health Resources Advisory Committee does a job of coordinating the 
general activities of all of these groups. Twice a month a large 
interagency committee comprised of representatives of the 20 agen- 
cies meet under the chairmanship of Dr. Rusk. A great many things 
have been accomplished from these informal discussions. Dr. Rusk 
asked me to state to the committee that he was very proud of the 
accomplishments and one of the things was that they had saved 5,000 
civilian doctors from going into the Armed Forces, with the result 
of some $45,000,000 in savings to the Government. In addition to 
that, he said, we have been successful in preventing the establishment 
of rehabilitation centers within each of the armed services so that the 
veterans are sent into the Veterans’ Administration hospitals. He 
says on those two facts alone you can show to the committee very 
clearly the worth of our work. He says there are 50 other examples 
we could give you. 

Mr. Forp. What I was getting at is this, the committee is called 
upon to recommend so much money, that which is requested or some- 
thing different. I, for one, would like to see just the kind of papers 

_ that are prepared for these various committees to see what you look 
at to ies your decisions. After all that is one of the principal 
' reasons why the funds are appropriated. I think it is part of the 

_ committee’s responsibility to see what they look like. 

Mr. Ftemmine. We will be very happy to get an exhibit together 
of typical working papers that have gone to some of these committees. 

Mr. Forp. It will help me anyhow to see whether it is justified 
or not. 

Mr. FLemmine. I will be very happy to do that. 


TRAVEL REQUEST 







Mr. Forp. As far as travel is concerned, here you have 144 em- 
ployees and travel amounts to $103,067. It worked out at an average 
of $785 per man per year. Isn’t that a rather high figure? 
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Mr. Hurtey. It is a high figure, Mr. Ford. However, we have at 
the present time, in addition to the 144 employees, a total of some 
80 members of committees and consultants who travel into our organi 
zation. ‘Take for instance our Dr. Flemming, who travels weekly be- 
tween here and Delaware, Ohio. Certainly we must pay his trave! 
back and forth. That same thing is true of a good many members of 
our staff who are in full-time capacity, entirely aside from consultant: 
and the members of these committees. 

Mr. Fiemmine. In this type of agency, you are bound to have « 
higher travel cost than you would here in a normal operating agency. 


SERVICES PERFORMED BY NSRB 


Mr. Forv. I did not quite understand what the question was as to 
whether or not you would get funds from the National Security Re 
sources Board. Is ita question of whether or not they will get appro 
priations, and if they do not, you are hoping to? 

Mr. Fiemminc. That is right. Up to the present time they have 
performed a good many of the administrative services for the Office 
of Defense Mobilization; services, such as fiscal and personnel, that 
the agency would have had to provide for itself otherwise. As you 
know, we are located in the same building and it seemed to us to make 
very good sense to do that. We are an emergency agency and the 
NSRB is a permanent agency. But their appropriation was cui 
rather drastically on the floor of the House. If that cut should pre- 
vail, the would not be in a position to continue to render service 
to us. That is why we have put in the item of $145,000 to be avail- 
able to us only if the NSRB is cut back to the point where they can 
no longer render administrative service. 

Mr. Wurrren. Doctor, we thank you. 

In conclusion, I would like once again to say—and this is no reflec- 
tion on you in the least, but it is kind of like the head of OPS and the 
OPA—that no man in the world is able to sit on top of such a job and 
do that which should be done because there are too many factors 
involved. In connection with DPA and NPA, it says who shall go 
in business, who will stay in business, the terms and conditions of 
business. It not only sets a goal for production, but I can see now 
that it can easily restrict and limit production, though that was not 
what it intended to do. And I, the acting chairman, would like to 
direct your attention to that problem. I mentioned this fertilizer 
situation because I handle agricultural appropriations each year. As 
a result I am wholly familiar with the great need of the Nation fo: 
fertilizer to be used far beyond what the farmers have ever tried to 
buy. Certainly there is the greatest need to see that their needs are 
met, but they will not be under the present program the way I see it. 

The other thing that I would like to ask of you, and if you canno! 
answer in your present acting capacity, pass it on to others, is this: | 
would like to know whether ‘special incentive should not be made #4 
production over and above that of normal domestic demand and 
export, and if not, why not, since that is what is done with industry 
and the others. The surplus i in the agricultural field is disastrous. 
Only in the basic commodities do you even have 90 percent of the 
parity on 1909—when all the farmer bought was a plow line and 2 
sack of salt out of his income and now he has to buy this expensive 
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machinery. I would like to have such a report before this committee 
before we conclude these hearings. 


Mr. Fremminc. We will be glad to go into that and produce the 
information, Mr. Chairman. 


(The following information was subsequently furnished :) 


Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives, Washington, D. O. 


Deak Mr. CANNON: You may recall that Hon. Jamie L. Wnitten, asked the rep- 
resentatives of this Office in their June 17 appearance before your Committee on 
Appropriations, to submit a report for the record prior to the conclusion of the 
hearings on the defense mobilization agencies. 

Among other things, Mr. Whitten wanted to know if special incentives for 
agriculture were not warranted in view of the demands of the Federal Govern- 
ment on American agriculture to produce over and above that of a normal pro- 
duction year. It will not be possible in such a short space of time for this office 
to submit this report. In the normal course of our operations we consult in 
detail with the Department of Agriculture in regard to such policy considera- 
tions affecting agriculture. Accordingly, we have referred the matter to Mr. 
Clarence McCormick, the Under Secretary of the Department of Agriculture for 
study and reply. 

Mr. McCormick, I understand, is scheduled to appear before you this week on 
behalf of his Department’s mobilization activities and if you feel it appropriate, 
he will be pleased to discuss the matter with you and your committee members. 

Sincerely yours, 
: JOHN R. STEELMAN. 
Mr. Wuirren. We thank you, sir. 


Wepnespay, JUNE 18, 1952. 
DEFENSE PRODUCTION ADMINISTRATION 


WITNESSES 


HENRY H. FOWLER, ADMINISTRATOR 


RALPH §S. TRIGG, DEPUTY ADMINISTRATOR FOR PROGRAM AND 
REQUIREMENTS 


JOHN H. MARTIN, DEPUTY ADMINISTRATOR FOR CONSTRUCTION 
AND RESOURCES EXPANSION 


PHILIP G. ASHER, DIRECTOR, BUDGET AND MANAGEMENT DIVI- 
SION 


SALARIES AND ExpPEensEs 


Amounts available Jor een. 


Ree 1951 actual 192 estimate | 1053 estimate 
| 


bihechntencntihe |—— a see 


Appropriation or estimate _- | $2, 800, 000 $3, 500, 000 
‘Transferred from: ‘Salaries and expenses, "defense production | 


activities, wesadaeeaas of Commerce,” pursuant to Public 





} 
Law 253. a oui: 700, 000 |. i 
Adjusted appropriation or estimate. - | 3, 500, 000 | x oe 
Reimbursements from other accounts. 10,000 |- ‘ 
‘Total available for obligation _ - | 3,510, 000 3, 500, 000 
Unobligated balance, estimated savings ne —19, 000 
Obligations incurred |. | 3,491, 000 | 3, 500, 000 
Comparative transfer from eae of defense broduetion, | 
E: ‘ecutive Office of the President’’_ | $1, 168, 524 | 
Total obligations._- a , 3 168, 524 | ~ 3, 491, 000 3, 500, 000 


| 
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Obligations by activities 


Direction of defense production program: 


ee fe EEE pice SiS} Oe BIR. eC. SU ks Se $1, 168, 524 
Se — Oe aa wie aN goainiatic bh ae neda 53 0 3, 491, 000 
1908. ..x.- : ion CAE Eeap 5 PIES SS A a ta ag _.. 3, 500, 000 


Obligations by objects 






































Object classification 1951 actual | 1952 estimate | 1953 estimate 
| 
| 
Total number of permanent positions. ___.___.-_-.___-- oy 343 | 538 481 
Full-time equivalent of all other positions ri 9 | 24 24 
Average number of all employees_-.-___---.--- can 121 | 443 434 
Average salaries and grades: | 
General schedule grades: | 
Average salary merle $5, 692 | $6, 325 $6, 559 
Average grade. _- Tina ies eheeigekel GS-9.0 GS-9.2 GS-94 
01 Personal services: 
ND CIN oa 5 sili «dace sh pennies neem $634, 899 $2, 635, 000 $2, 663, 000 
Part-time and temporary positions_--_-_----- ikcbiaaed 102, 249 . 251, 000 265, 000 
Regular pay in excess of 52-week base. -------_-- ~ OR. . 12, 000 8, 000 
Payment above basic rates Mies ---| 7, 197 16, 000 20, 000 
Payments to other agengies for reimbursable details___|__........._-- 48, 000 30. 000 
Total personal services ..............----- 744, 345 2, 962, 000 2, 986, 000 
02 Travel : d sia Leg me 39, 930 000 160, 000 
03 Transportation of things Liege ee = Ie ied ie 
04 Communication services 2, 254 57, 000 7, 000 
05 Rents and utility services tiene i Secs, Baie ms : 1,000 |_____. 
06 Printing and reproduction... ; =r | 29, 765 75, 000 90, 000 
07 Other contractual services ein cre abides j 2,350 69, 000 34, 000 
Services performed by other agencies __.___- | 56, 283 128, 000 125, 000 
08 Supplies and materials des icing aaiated am 60, 354 33, 000 33, 000 
09 Equipment. ; 231, 692 13, 000 7, 000 
15 Taxes and assessments. - 1, 495 7,000 8, 000 
Total obligations = 1, 168, 524 3, 491, 000 3, 500, 000 





Analysis of expenditures 





| 1951 actual | 

















Unliquidated obligations, start of year._............---.....-- MBER EOE CLE 1 Siaepitnedeaien $344, 000 
Obligations incurred during the year_................--......- 1S 8 linanchimdhinice | $3, 491, 000 3, 500, 000 
A akventiheeiides | 3,491,000 | 3, 844, 000 

Deduct: | 
NS GUT nn coc nwcwananehbuasadleckahaebcows } ee ae... 
Unliquidated obligations, end of year_...........-........ Litre eiin a 344, 000 | 445, 000 
CS AER RR SORES 2 Me eS | 3, 137, 000 | 3, 309, 000 








. : | 
Expenditures are distributed as follows: | 
Out of current authorizations. ._..............-.....--..-- 
COU OE CRUE GICEIERINCNOIND. occ ncrcccnecnmcncqncsencenes | 


mace earenieiaaweeaiis 3, 137, 000 | 3, 055, 000 
inieneremincine cae 344, 000 


Mr. Wuirren. Mr. Fowler, we are glad to have you with us this 
morning. We note you are listed as the Administrator. I always 
thought the main difference between the NPA and the DPA was that 
whenever you thought you had something though you always found 
out that the other one had a chance to block you on it. 

Mr. Fow.er. That escape valve is closed now. 

Mr. Wurrren. I notice you are wearing both hats. 





COORDINATION BETWEEN DPA AND NPA 


The first question I have it, What success have you had in bringing 
the two together so far as the top position is concerned ? 
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Mr. Fowuer. Well, I have been on the job, Congressman, as Defense 
Production Administrator, since June 2. I am continuing as Admin- 
istrator of the National Production Authority, a position which I have 
held since early January of this year. 

The two agencies, although set up separately, have functioned in 
perhaps what is the closest concord in a common field of any two 
organizations in the Government that it has ever been my pleasure 
to know anything about. This is due to several factors. 

First, the DPA, as the central programing agency, was an out- 
growth in the spring of 1951 of the National Sedation Authority. 
There was a good deal of common personnel to both agencies during 
the early period of the DPA. Shortly thereafter Mr. Fleischmann 
became the head of both agencies, in July of 1951, and continued, 
as you put it, to wear both hats until January, when he asked me, and 
Secretary Sawyer asked me, if I would become Administrator of the 
National Production Authority. 

Mr. Fleischmann and I were old associates together in the War 
Production Board for 3 years, and have been personal friends since 
then. 

During the 6-month period in which I was the NPA Administrator 
and he was the DPA Administrator, I think it is fair to say that at 
the top staff levels of the organizations we functioned pretty much 
asone. We had joint staff meetings always. We never had separate 
staff meetings. The men in one organization felt perfectly free to 
call upon and convene conferences and meetings with men in the other 
organization on common problems, without going up through the 
various echelons and back again. There was a general informal 
atmosphere of working together, which would characterize a single 
organization. 

t has been my hope and is my confidence, and I will certainly give 
the committee assurance, that during the time in which I am respon- 
sible for both agencies I will encourage that same attitude, so that we 
can, in effect, function as one agency in a common field. 


DISTINCTION BETWEEN DPA AND NPA 


The distinction, as you know, is that the DPA, as the central pro- 
graming agency, is not only concerned with the operations of the 
National Production Authority, which is its biggest customer, shall 
we say, but also certain of the other production agencies in the other 
departments of the Government, such as the Department of Com- 
merce, the Defense Electric Power Administration in the Department 
of Interior, and the Defense Transport Administration, and a number 
of others which I will not go into detail on here. 

But insofar as we work in the broad area which is covered by the 
Defense Production Administration, which is American industry, in 
the administration of the priorities and the allocations powers, in 
the handling of the programs of expansion of facilities through tax 
amortization, procurement contracts, and so on, the organizations 
fundamentally work as one. 

Mr. Wuirren. Mr. Fowler, we would be very glad to have a general 
statement from you at this time. 
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GENERAL STATEMENT 


Mr. Fowter. Well, I have no prepared statement which I wish to 
offer for the committee. I would like to have the privilege of just 
talking, if you will, off of my chest, as to the responsibilities of the 
Defense Production Administration in the next fiscal year, as I see 
them. 

I should like first to say that the budget which the committee has 
before it has been prepared under the direction and supervision of 
Mr. Manly Fleischmann, who left on June 1. However, I have been 
over it, and 1 heartily endorse it and subscribe to its general propor 
tions and to the analysis which is behind it. 


AUTHORITY UNDER WHICH DPA OPERATES 


Mr. Wuirren. What is your present situation and status? 

Mr. Fowrer. It is Executive Order 10200. 

Mr. Wutrren. Which is issued under the law which expires when 

Mr. Fow er. June 30 of this year. 

Mr. Wurrtrten. Then your budget is built up on the basis that sub 
stantially the same law will be passed and the same Executive order 
will be in effect ? 

Mr. Fow.er. That is correct. Also, that the provision of the Reve- 
nue Act of 1950, I think it is, providing for tax amortization, would 
be continued. That is the only other law which creates authority un- 
der which we function. 

Mr. Wurrten. You might proceed. 


EXECUTIVE ORDER 10200 


Mr. Fowxer. We do operate under Executive Order 10200, report 
ing for general policy direction to the Office of Defense Mobilization, 
but functioning as an independent agency, subject to that policy 
guidance. 

The job which is assigned to us under the Executive order is to do 
the central programing. which is the expression used, for title I, 
title II, and title III of the Defense Production Act; and also to do 
not only the central programing but to make tthe final decisions on 
administering the tax amortization provision of the Revenue Act of 
1950. 


XONCERNED PRIMARILY WITH PRODUCTION 


Now, the first distinction I want to draw here is that this agency, as 
its name indicates, is concerned with production, material and pro 
duction controls, and material and eddadtiaen expansion, rather than 

rice and wage stabilization policies and rent controls and credit regu 
ations. 

Occasionally, where a price control acts as an inhibiting factor 
on production, we do enter into communion with the Office of Price 
Stabilization. We have had one recent experience where it was quite 
important for us to obtain a relaxation of a price regulation in order 
to make it possible to get additional importation of foreign copper, 
which was not coming in because the purchasers in this country could 
not pass through the price increases which the world market was 
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requiring. Except for such cases, however, we have no concern with 
prices or wages or labor problems as such. 

Mr. Wutrren. Those are details, major details which go into any 
program. However, let us get the record straight as to the position 
which your agency holds. 

You have the over-all planning of production. 

Mr. Fowter. Insofar as the administration of priorities and allo- 
cations power is concerned, and insofar as the certifying of the neces- 
sity for loans and long-time purchase contracts is concerned. 


RESPONSIBILITY FOR DETERMINING NEEDS 


Mr. Wuirren. But behind that who makes the decision? I do not 
mean as an individual. Where does the responsibility lie for deter- 
mining what the needs of the Nation are with regard to the many 
things which might be necessary in times of emergency and in the 
period ahead ? 

Mr. Fowuer. Mr. Chairman, it works this way: First, we in the 
DPA receive the claims from a group of the so-called claimant. agen- 
cies for all of the sectors of the economy for critical materials. 

Mr. Wurrren. I am trying to find out about that. 

Mr. Fowter. I am going back of that just now. 

Mr. Wurrren. Please proceed. 


FUNCTION OF REQUIREMENTS COMMITTEE 


Mr. Fowxer. For example, on the Requirements Committee, which 
is headed by the Deputy Administrator of DPA for Program and 
Requirements, sit representatives of the Defense Department and the 
three services. There are also representatives of the Defense Electric 
Power Administration, the Department of Agriculture, the Defense 
Transport Administration, the Petroleum Administration for Defense, 
the Maritime Administration, and the other agencies of the Govern- 
ment who speak for the large segments of the civilian economy, includ- 
ing the National Production Authority, which, actually, of course, is 
the claimant for the broad scope of the American manufacturing 
industry. 

Now, the military representatives on the Requirements Committee 
come to present their claims for critical materials, which are trans- 
lated from military and product programs, which have been devel- 
oped. This is the concrete answer to your question. They are trans- 
lated by the Department of Defense and the services and concurred 
in by the Bureau of the Budget and the Office of Defense Mobiliza- 
tion, and, of course, the President, and ultimately the appropriate 
committees of the Congress, including the Appropriations Committees. 

Therefore, the approved military and product program—the num- 
ber of planes and tanks and guns and other items—which has been 
(letermied by the Department of Defense, and not by the Defense 
Production Administration, are programs which are translated into 
critical materials, such as so many tons of certain types of steel, so 
inany pounds of certain types of copper, of aluminum, et cetera. 

They come over to the Defense Production Administration and say : 
“We want you to allocate and make sure we get on time the follow- 
ig quantities of materials to support the production programs which 
constitute our effort.” 
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Similarly, the Defense Electric Power Administration, to take an- 
other example, which is situated in the Department of the Interior, 
develops a program for expanding the power supply of the country 
in conjunction with the private utilities and the public agencies which 
are concerned with power generation. They translate that, working 
with the staff, the staff of the Office of Program and Requirements, into 
programs for so many kilowatts of expansion over a given period of 
time, into the materials and facilities which are going to be necesssary 
to make that program come through on time. Their representative 
comes to the DPA and in effect says: “I claim so much of this, and this, 
and this. Will you see to it that the priorities and allocations author- 
ity as exercised by the National Production Authority results in deliv- 
ering to me or to the peaple that I designate, the companies I designate, 
the necessary quantities of allotments of various critical facilities and 
materials.” 

You can see that in a time of scarcity, when all of these agencies 
come in, including the NPA, speaking for the civilian economy, and 
when you add up all that they say that they need, for example, on the 
steel or copper or aluminum, for a given quarter, that the requirements 
or the claims, when totaled together, will far exceed the available 
supply. That is why we have the allocation power, and that is why 
we exercise it. 

PROCEDURE FOR ALLOCATING 


It then remains for the Defense Production Administration, through 
its staff, working with the staffs of these agencies, to probe behind 
those particular claims and make quarterly decisions as to who gets 
what, and how much. By and large that involves making sure that 
the military is not asking for more than it is going to be able to use 
in the quarter ahead. We do not go behind the question as to the 
strategic necessity. If they say they have to have it for their program, 
that is a decision of the President and the Joint Chiefs of Staff and the 
Congress. What we do try to make sure is that they do not get a great 
deal of copper for the third quarter of 1952 which they are not going 
to be able to use in the third quarter. We try to screen the require- 
ments. That is the expression used. 

However, with a number of the other agencies, we have to reduce 
the requests which are made and give them not what they would like 
to have, but a quantity which is in balance with the over-all necessi- 
ties of the situation. 

Of course, pursuant to that policy, as Congress has indicated in 
title II of the Defense Preduction Act, during the period of shortage 
of these materials, we have had to divert very substantial quantities 
of steel, copper, and aluminum from our normal civilian uses to these 
pressing = needs.. Those are of two types. First is the mili- 
tary end product program, such as the planes or the guns; and second 
is the defense plant construction program. That is the building of 
new military plants, plants for the production of military items which 
by and large are privately owned, and also the building up of new 
facilities and facilities in the defense supporting area of the economy, 
such as, typically, power plants, additional freight cars, additional 
industrial plants in the chemical field, in the aluminum field, in the 
steel field, and so on. 
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To come back again, we participate in the determination of what 
is produced by deciding what claims may be denied when there is a 
shortage. Now, we do not develop and do not make the judgment 
that the country is going to need 32-million kilowatts of power over 
the next 2 years. We delegate the responsibility for making that 
judgment to the Defense Electric Power Administration, because, 
operating as it is in the Department of the Interior, with a lot of 
people drawn in from the electric utility industry, we think they 
there can devise a better power program. The DPA looks to the De- 
partment of Defense to do the job of determining how many planes 
and what kind of a plane schedule or what kind of an ammunition 
schedule is to be developed, because the competence and experience 
> inappraising the need for the end product is there. 
| 4 Our job is to translate these various programs which have been 
+ developed into the critical materials and facilities, and when there 
is not enough to go around, to ration it according to some policy 


| » which we have to reflect the interest of the Congress and the policy of 
» || the Congress as voiced in the Defense Production Act. 

s @ 

e DETERMINATION OF TOTAL PRODUCTION REQUIRED 


Mr. Wurrren. In other words, you are an operating agency? I 
still want to know who sets the total production or supply—or any 
other words, the goals? 





h = Let us put it this way: The determination for the national-defense 

d | needs is made by the Joint Chiefs of Staff, and through that means. 

-¢ | That is added to what, in arriving at the total amount of strategic 

it. materials and other things that are needed ? 

— Mr. Fowter. That is added to the claims that come from the domes- 

ie «| = tic economy. 

n, | | Mr. Wurrren. You are talking about claims. We are talking about 

ie | how much of any given commodity or any given material is needed. 

at | Doyou first start out with what you have? 

ig Mr. Fowter. Yes. 

e a Mr. Wuirren. You allocate. You have to decide what quantity 
' we are going to have. 

ce im Mr. Fow.er. Now we get to the second part of it. 

ke Mr. Wurrren. Is it the normal production of the country which 

si- | we have had, plus the national-defense need, as they have been 
_ determined? Is there something added to that? 

in : Mr. Fowirr. Then we will go to the expansion, and we see that 

ge | Wedonot have enough of a number of things. 

ies | Mr. Wurrren. You are talking about expansion. Let us forget 

se ~that. Tam talking about the total need. 

i- — elements go into making up the total need as you determine 

nd “we it? 

of | Mr. Fowxer. It is a combination of decisions by a number of Gov- 

ich == +~ernment agencies, plus about 35,000 private concerns who apply each 

ew | quarter for specific quantities of these particular critical materials. 

ny, | Mr. Wurrren. You start off with the knowledge of the present 

nal | production. 

the Mr. Fowter. That is right. 


Mr. Wurrren. In the given fields? 
Mr. Fowter. That is right. 
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Mr. Wuirren. You add to it the expected needs from the people 
who are normally in the business, and you add to this the national- 
defense needs plus, as you say, the claims, which will give an indica 
tion to the various agencies of what the demand will be for a given 
— plus perhaps an increase of reserves? Is that what it amounts 
to 


APPLYING FOR ALLOCATIONS 


Mr. Fow ter. That is right. Also, in the case of the NPA, which 
is the great unknown area, we actually get in, for the steel and copper 
and aluminum each quarter, an application from all of the substantia! 
users, the private concerns which use those materials. They file an 
application which is known as CMP-4B, They say: “We are going 
to need in the next quarter so many tons of steel of certain sizes an 
shapes, so many pounds of copper, brass mill, wire mill, and various 
breakdowns, and so much aluminum in the various forms and shapes.” 

Those applications are filed with the appropriate industry division 
inthe NPA. Those industry divisions in the NPA total up all of the 
applications, and then let us say that the Electrical Equipment Divi- 
sion will file with the DPA a claim for X tons of steel of certain sizes 
and shapes and X tons of copper, and X tons of aluminum. That 
becomes the claim of that particular segment of the industrial econ. 
omy. 

Now, it is not always just exactly the total which the private con- 
cerns apply for, but the industry divisions will screen those totals. 
When I say “screen” I mean they cut it down, to arrive at a figure 
where the thing looks to be in line with the policies of the Congress 
to ask for, as to a given quantity to be allocated to the manufacturers 
in that particular industry. 


ITEMS CONSIDERED IN ALLOCATING 


Now, for example, the contrasts come in the consumer durable goods 
field, where the manufacturers are of a very wide variety of produc- 
tion, many of whom are less essential than others. The total asking: 
or applications by the manufacturers of costume jewelry, for example. 
for copper, might be two or three times as much as the division woul: 
feel justified in asking the DPA to allocate, because the division has 
to take into account the following: 

1. The state of the market for that particular product. 

2. What quantity it is going to take to keep these businesses going. 

We do not want any of them to be forced to shut down by reason 
of the sharply reduced allocations. The Congress has indicated in 
the act that it wants us to divert materials from the civilian economy. 
but to minimize the hardship which will result. We have to take into 
account those businesses which are smaller businesses, and try to work 
out some arrangements whereby they can get a minimum quantity to 
work on each quarter. 

There are a variety of considerations which enter into this, particu 
larly on the civilian economy. 

But for the broad areas, like the defense area and like the electri: 
power area, we will go to the other agencies of Government to pre 
pare initially the programs on which their claims are based. 
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Now, we do have to take the responsibility to make the decision as 
to how much they will get, and when there is not enough to go around 
there is, of course, the final decision which governs the production pat- 
tern during the succeeding period. 


AUDIT OF AUTHORITY OF OTHER AGENCIES 





Another important duty in that connection which the DPA has is 
to audit the use of this particular authority which is delegated to the 
other agencies. For example, the DEPA and the NPA are delegated 
by the DPA responsibility for making allocations. They are told, at 
the end of a given period of study: “You have so much steel to allo- 
eate. You have so much copper to allocate.” 

The DPA has a responsibility for seeing to it that they do not 
overstep their authority in that particular area, because if they issue 
more tickets than the program indicates, we would have an inflated 
currency, so far as the so-called CMP allocations are concerned, 
and there would not be enough at the mills and at the warehouses 
to take care of the so-called allotments which had been issued. So 
there is an additional auditing function there. 


RESPONSIBILITY OF OFFICE OF PROGRAM AND REQUIREMENTS 

















By and large the principal responsibility of the DPA Office of 
Program and Requirements—and that is what I have been talking 
about mostly—is to see to it that these claims are prepared in a proper 
manner, are translated into the proper kinds of breakdowns, statistical 
breakdowns, which would enable us to order the mills to produce the 
right things, and to see that those claims are assessed and evaluated 
and that the resulting shortage is allocated in such a manner as to 
take care first of the defense needs and to thereafter provide an 
equitable distribution to the remaining elements in the civilian 
economy. 

Of course, it is also necessary to take care of the new defense plant 
construction and the plant expansion program which we hope even- 
tually to work our way out of, on these shortages. They are im- 
portant takers of these materials. 

I should now like to turn to another phase of the work of DPA 
which is equally important. That has to do with expanding our 
resources and our production facilities. 







INCENTIVES FOR INCREASED PRODUCTION 











Of course, the way to deal with shortages is first to allocate intelli- 
gently; but the way to cure a shortage is to increase the quantity of 
supply of the particular material or the facility which is in short 
supply. So the Congress from the very outset included a provision 
in the Defense Production Act and the revenue act itself to give 
incentives to private industry to go forward with expansion pro- 
grams which normally they would not go forward with, without the 
incentives, and to thereby eliminate any necessity on the part of the 
Government as to going into what is normally the field which private 
industry has oceupied in this country. 
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Sections 302 and 303 of the act which the DPA is responsible for 
centrally administering, and the tax amortization provision in sec- 
tion 124 (a) of the Internal Revenue Code, have been the principal 
incentives. 


TAX AMORTIZATION 


Now, I will not go into the details of tax amortization, because I 
realize that most of the members of the committee are fully familiar 
with it. 

Mr. Wuirren. It might be well for the record to show it, however, 
if you will. 

Mr. Fowter. A tax-amortization certificate authorizes the recipient 
to accelerate the depreciation or the write-off of the cost of facilities 
beyond the rate which is normally permitted by the Treasury officials. 

n this particular situation they can write off whatever the cost 
of the facility, which is covered by the certificate, in 5 years, subject to 
one modification. Very rarely does any project get permission to 
write off 100 percent of its cost. The percentage of the cost which it is 
permitted to rapidly write off varies, depending upon the judgment 
of the DPA. First, it is a judgment as to what it takes to get the 
expansion; and, second, to discount the benefit to the particular pro- 
ducer in question after the 5-year period of the value of this plant or 
facility which is in the normal civilian business. 

Now, it is fortunate, I think, looking in retrospect, that the Congress 
at the time it created the priorities and allocations authority created 
the authority which would enable the Government to work its way out 
of these shortages. The response of private industry in many areas 
has been very good. That is particularly true of the basic resources 
area, such as steel and aluminum, electric power, transportation, vari- 
ous chemicals, and machine tools. The response has been very heart- 
ening. They have taken advantage of this incentive, and they have 
expanded the capacity to supply these particular materials and serv- 
ices far beyond that which we think would have normally ensued had 
the incentive and the organized program for development not been 
there. 

Asa result of that, in steel and in aluminum we are benefiting today 
by the rapidly increasing supplies of those particular materials, which 
tend to relieve the shortages, and enable the DPA and its constituent 
agencies to allocate increased quantities of material to the normal 
civilian economy, almost back to the pre-Korea level of supply. It 
enables us to begin to think about how we can work the economy out 
from under the complicated system of control which you know as the 
controlled materials plan. 


TAX-AMORTIZATION CERTIFICATES ISSUED 


This program of expansion of production facilities and resources 
naturally took this sequence: That when the law was passed and the 
regulations were baal a large number of private concerns, naturally 
seeing the advantages for their own businesses in it, filed a vast num- 
ber of applications. So a very large backlog of tax amortization 
applications very quickly developed. I am glad to be able to report to 
the committee today that by and large that backlog has been worked 
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off, by denying a great number of them, and by granting a very sub- 
stantial number. 

I think there have been approximately 10,000 certificates granted 
covering facilities costing around $19 billion. However, the effect 
on the tax revenues in the next 5 years should not be equated with 
the $19 billion. It will be much less than that, because of the per- 
centage factor which I indicated in the tax write-off, and also be- 
cause of the advantage to the taxpayer which will depend somewhat 
upon the level of taxation in the future. If that level remains in one 
position, it will not be so very much of an advantage, but if it comes 
down there will be something of an advantage to the company in 

uestion. 
’ However, we have worked down the backlog to about 5,000 pending 
applications. 

Mr. Martin. About 4,300. 

Mr. Wuitrren. What was the maximum which confronted you? 

Mr. Martrry. About 10,000. 

Mr. Fowrrer. The maximum backlog was about 10,000. 

Therefore, we are almost on a current basis with reference to 
these applications. That brings me to this observation with refer- 
ence to this program of resources and facilities expansion. I think 


' we have about reached the point where. private industry voluntarily 


coming in and knocking on the door and saying: “Give us a tax- 
amortization certificate because the facility we want to build we can 
demonstrate is necessary and in aid of the defense program” has 
almost been passed. I think most of that has by and large gone by. 
We are at the point now where we are trying to diagnose the gaps 
in the mobilization base, as to the kinds of facilities which we do 
need in the event of total war or a continued high level of mobiliza- 


a tion, for those things which private industry does not really want 
: 


to build and is not knocking on the door and asking for tax-amorti- 
zation certificates to build. 


DIFFICULTIES IN INCREASING CERTAIN PRODUCTION 


Let me give you one example. Let us take heavy castings, 15,000 
pounds and up. The kinds of things I refer to are used for turbines 


» and boilers. That is the kind of thing which is used for tanks, the 


_ kind of thing which is used for very heavy presses, very heavy ma- 


» chine tools. That is a feast-or-famine industry. In time of war 


there is a great demand for these heavy castings. In normal times 


» there is a very small civilian demand. 


The companies which were in that heavy-castings business, as dis- 


> tinct from the light type, after World War II, when they were built 


up toa very high level of operation, began to scrap a good many of 
those facilities. There was no reason to continue them and to waste 
money on them in the normal peacetime, because the capacity far less 


| than existed in the industry would be more than adequate to take 
)care of the needs of the economy and any market request for the 


castings, So we are now in a period where actually heavy castings 
are short for the programs T have indicated, but the shortage is not 
too alarming. We may have to utilize some foreign casting capacity 
to get us over the hump. But if we had a total war, with the tremen- 
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dous demands for a ship program and the greatly accelerated tank 
program, above the level of our current schedules, which would un- 
doubtedly be the case, we would have a terrific shortage of heavy 
castings. 

Another thing about this is that this is a long lead-time factor. 
This is not something that you can produce in a day or a week, where 
you can accelerate your production and create the facility. This 
takes a very skilled and unusual type of manpower. 

What we are trying to do is to locate these gaps in the mobilization 
base, the gaps which are not going to be filled as we have been able 
to fill the ieee gaps in the program by resource expansion with tax 
amortization. Steel and aluminum are the typical cases there. On 
these highly specialized products we will not have enough capacity 
to produce. We are then going to have to go out and go after the 
people to get into those businesses. In other words, instead of them 
coming to us we are going to have to call the industries down and say: 


“We are all right in steel generally, but in this particular area of 


steel, heavy plate, we are a little worried about our situation, Will 
not some of you fellows undertake to expand your heavy plant fa- 
cilities in certain dimensions?” 

There will be sectors of that sort throughout the economy in not 
the major things but in a highly selective system. I think the quanti- 
ties of tax-amortization incentives which may be involved will be of 
much lesser magnitude, but it is a question of finding the right fellow 
who is going to take the risk to go into that kind of an operation. 


HOW TAX AMORTIZATION WORKS 


Now, as to the way this operation works: Again, the DPA is the 
central programing and decision-making agency. However, when an 
application is filed, if it is for a manufacturing facility in the chemical 
field, it is referred to the NPA for an initial processing and a recom- 
mendation; to the Chemical Division of the NPA. If it is in the 
electric power field it is referred to the Defense Electric Power Ad- 
ministration. They make the initial survey as to the need, whether 
it fits into the program, and they make a recommendation to the DPA; 
and the same is true for the other claimant agencies. 

For any ety such as an aircraft plant or a tank plant, or a plant 
which is designed to make precision instruments, related to any of the 
military programs, we refer those applications for a recommendation 
to the Munitions Board, and they in turn consult the particular serv- 
ices whose contractors would use the output of that plant. We elicit 
from the services their feeling about whether this particular facility 
is so important to the defense program that it ought to be given some 
tax amortization incentive. So, in this field as well as in the field of 
allocations and priorities the DPA is working as a central agency 
with a number of delegate agencies, including those I have mentioned, 
and some additional ones. 


EXPANSION GOAL 


We think that this program has taken a much more concrete shape 
over the last year, due to the action by the Office of Defense Mobiliza- 
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tion in the form of what is called the Defense Mobilization Order 
No. 11. Now, under that order Mr. Wilson told Mr. Fleischmann: 

In the future, when you are granting tax amortization certificates, instead of 
indiscriminately granting them on a project-by-project basis you must have de- 
termined an expansion goal. 

Now, an expansion goal is defined to mean that you must have de- 
termined that the defense needs of this country require the increase in 
‘apacity to produce a given product of so much. That meant a much 
more orderly and careful appraisal of the needs of the economy in the 
partial mobilization period or in the event of total war. It meant, 
shall we say, an abstract determination of what the national need for 
expansion was, apart from the number of applications which may or 
may not have been on file. 

Now, that work is not done by the Office of Resources and Expan- 
sion. They process the certificates, but the Office of Program and 
Requirements has an expansion goal staff. They are constantly de- 
veloping the targets, if you want to call them that, of capacity which 
the country ought to have in these key areas. 

Now, they have approved since August of 1951, the date of this 
Defense Mobilization Order No. 11, some 105, I think it is, expansion 
goals covering a wide variety of materials. I am told that they have 
pending for future determination an additional 95 or 100, 

Now, when that operation is complete we will have the national 
target, if I can call it that, for resources expansion in this defense 
mobilization period. We will know that. Anything that is not cov- 
ered by one of those expansion goals will have to be treated on a highly 
selective basis, and there would have to be a very good reason for 
granting a tax-amortization certificate for a particular application if 
the capacity called for is not within one of those expansion goals. 

So I should like to conclude on this subject by saying that again in 
this area, as distinct from the situation last year, wheh it was just 
getting under way, I think we are by no means out of the tunnel 
but I think we can see daylight ahead in the sense of having an orderly 
method of carrying forward this phase of the program. 


CURRENT BUDGET PROVIDES FOR REDUCED STAFF 


In both of the areas which I have indicated the current budget calls 
for a diminished staff. It does not call for any liquidation of either 
operation. I respectfully submit, although I do not expect to be here 
very long, I think that would be a grave mistake. 

I think these operations ought to be pared down, and the budget 
which has been submitted to you does call for their paring down. 
On the other hand, any paring down which looked toward a liquida- 
tion in the fiscal year of either operation would, in my judgment. 
leave the job in both areas somewhat incomplete. 


PRODUCTION AND PROCUREMENT 


The third area in the DPA which I want to mention, and then T 
will conclude, has to do with production and procurement. 

The Deputy Administrator for Production who acts as the Chair- 
man of the Production Executive Committee, is the point in the 
DPA and NPA to which the services come for special assistance and 
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special help in areas of components, machine tools, various types of 
special supplies, which they find through their contractors are caus- 
ing difficulty in meeting satiaee schedules. That is a kind of trouble- 
shooter spot, insofar as military production and Atomic Energy 
Commission construction is concerned. 

For example, the principal assistant to Mr. Campbell, who is the 
Deputy Administrator for Production and Procurement, spends his 
entire time working with the Atomic Energy Commission people 
on their construction scheduling, making sure that we do everything 
we can to get the electrical equipment, the complicated and highly 
specialized forms of steel and aluminum and stainless steel and other 
pieces of custom-built equipment on schedule and delivered through 
the various sub- and sub-subcontractors to the contractors whom the 
Atomic Energy Commission has made responsible for the building 
of, let us say, something like the Savannah River project. 


ONLY HALF OF SCHEDULED DELIVERY OF MILITARY NEEDS COMPLETED 


So this area, which is covered by the Production Office of the DPA, 
I should like to emphasize in this fashion: We are only half way up 
the schedule of delivery of military end products. We have the 
toughest half of the climb to surmount in the next fiscal year. 

For example, in the field of the military end production, it is es- 
timated that the deliveries of military end products will double in 
the fiscal year 1953 what the deliveries were in the previous fiscal 
year. 

Another example which may bring it home is this: The schedules 
for aircraft deliveries call for four times, I believe it is, the deliveries 
of finished aircraft in December 1952, as against December 1951. So 
there is a very steep climb in a lot of these things which are in process. 
They are coming through the pipelines. They are coming through 
these complicated systems of subcontractors and subsubcontractors. 

Yet the payoff in terms of end production—the guns and the planes 
and the tanks—is still ahead. The payoff period is ahead of us. 
Therefore, we feel that so long as that high level of military end 
product production is to be reached in the next fiscal year, and the 
appropriations which have already been made call for a continuation 
on a plateau-like curve of that level of delivery during the years 1953 
and 1954, that the work of the Production Staff in the DPA which, 
in effect, mobilizes all of the industry divisions working with the 
particular service—this time with the Ordnance Department on the 
ammunition program: or tomorrow with the Air Force on certain 
dottlenecks in the aircraft program—is of increasing importance, if 
anything, in the next fiscal year. 


PROSPECTS FOR DECONTROL 


Now I should like to conclude with one note about the Controlled 
Materials Plan and the prospects of decontrol. The increased supplies 
of steel and aluminum which were beginning to be very sharply felt 
this spring, as new pot lines came in in the aluminum field and new 
plants went into operation in the steel field, with the leveling off of 
the military requirements, and the peaking of the so-called Defense 
Construction program, led us to believe this spring that sometime 
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in the next fiscal year, probably at some time in the first 6 months 
of 1953, we would be able to substantially remove the controls from 
the allocations of steel and aluminum. The shortages of certain types 
of steel products, such as seamless pipe and heavy plate, might con- 
tinue, but for other classes of steel, such as sheet and strip, we felt 
they would be in a plentiful supply. 

The greatly increased supplies of aluminum also gave us some hope 
that we would be able to take the wraps off the civilian economy’s 
use of aluminum late in the fiscal year 1953. 


PROBLEMS OF DECONTROLLING 


I want to say to the committee that in both of those cases had there 
been no new international incidents and had there been no substantial 
work stoppages we felt that the problem of working out of the controls 
on the civilian economy would be as delicate and as difficult in many 
ways as working into the controls. 

Let me give you one example. If you suddenly take the controls off 
of the civilian segment of the economy, insofar as steel is concerned, 
it is the view of the House Small Business Committee, and it is the 
view of our own experts, that the scramble which would ensue for 
the materials might very greatly prejudice the small manufacturer 
who has been getting regularly under the CMP the kinds of steel 
he needed. If he has been a very small fellow he has been getting 
the equivalent of what he got prior to Korea. If he isa very large user 
of the material he may have to file a regular CMP application. 

By and large, most of the small businesses, however, can live under 
the self-authorization provision, and they do not have to file an 
application. They just go to the warehouse and certify their par- 
ticular need. So long as it is below a certain amount it is sold to them 
without question, if it is there. 

We have a second problem in working our way out from under these 
controls in steel and aluminum; namely, that some of the claimant 
agencies—mind you, these are not Government people, but these are 
people from industry who are down here working for the Defense 
Electric Power Administration or the Defense Transport Adminis- 
tration, seeing to it that they get the quantities of materials that they 
need to complete their programs—are very apprehensive that any 
sudden or hasty decontrol of steel and aluminum would result in 
severe damage to their expansion programs, which are now, shall 
we say, midway. The power program is a typical one, and it is 
only about half way through, and their big year in terms of power 
expansion will be in 1953 and 1954. 

Tn our early discussions of this problem of decontrol, we have met 
a kind of “Stop, look and listen” attitude on the part of the small 
business committees with reference to small business, and some of 
the defense-supporting agencies, such as power and aluminum. They 
feel that the regular, orderly distribution of these materials is of 
great advantage to them. 

Now, actually the producers of the materials themselves are in- 
volved. For example, let us take the steel industry. We asked them 
to set up a task force to make recommendations to us on the method 
for decontrolling steel. They also recognized this same problem and 
said: “We ought to crawl before we walk in the field of decontrol. 
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We ought to relax the controls on the use of steel by the segments of 
the civilian economy who presumably can take a little more, and have 
been living on short rations. We ought to relax those controls for a 
period of time, to see if their appetite in the civilian economy over a 
reasonable period of time is such that we could afford to take the 
controls off the civilian economy completely, and not produce a mad 
scramble.” 

In other words, they see it in two phases. We also see it in two 
phases, but there are differences in detail, I would say, from their 
attitude. There is not a very great difference in basic principle. 

As to the time when that is going to be possible, as I said earlier, 
we thought that barring a change in the international situation or a 
work stoppage, a serious work stoppage, that we could begin to make 
some plans in the fall looking toward a second step or a second phase 
of decontrol in the area of steel and aluminum, which are the two 
principal areas, sometime in the spring. I will come to a discussion 
of copper in a moment. The events of the last 45 days in the steel 
industry have completely changed our outlook with regard to steel. 


BUDGET REQUEST ON A NO-STRIKE BASIS 


This budget was prepared and submitted here on the basis of a no- 
strike situation. I could not take any responsibility for predicting 
whether or not it is going to be feasible to decontrol steel, which is 
really the basic element in the fiscal year 1953. If this strike con- 
tinues for any substantial period of time further, the loss of steel 
supplies, the job of reconstructing and redirecting the flow of the 
plants as they begin to open, so that the steel moves to the places it is 
needed, is produced in the forms and shapes most needed to fill up the 
inventories of the defense contractors, to get first things first, may 
create a situation in which it would not be possible and we would not 
be able to live up to the type of a timetable which we have discussed 
earlier this spring. 

COPPER SITUATION 


With reference to copper, our copper situation is fraught with perils 
of various kinds. In the first place, the expansion of the copper supply 
is a long-term proposition. The expansion programs which were set 
under way way back last year do not promise to pay large dividends 
until the latter part of 1953 and early 1954, so copper is going to be a 
continuing problem regardless, even if things go along normally. 

However, there are some hazards in the copper situation which may 
make it even more difficult than under the normal supply-demand 
problems. On May 8 of this year the Chilean Government embar- 
goed shipments of copper. We depend upon Chile for about one- 
third to one-quarter of our supply of copper. 

(Discussion off the record.) 


RUDGET PROGRAM 


Mr. Fowter. In closing I simply want to say that the machinery 
which has been set up in the Defense Production Administration to 
do this central programing job under the allocation and priorities 
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power, to do the central organizing, directing and decision-making in 
the field of resources expansion or expansion of production capacity, 
the administration of the tax amortization responsibility as an in- 
centive to get the maximum of that job done by private industry, so 
that we will not have to look to Government facilities, which do not 
exist— for all of those reasons it seems to me that the budget which 
you have before you represents a tapering down commensurate with 
the responsibilities which we expect to have to be in a position to dis- 
charge under a renewed Defense Production Act and a continued tax 
amortization provision. 

Mr. Wurrren. Mr. Fowler, I think you have covered many points 
of interest to the committee, the Congress, and the country with re- 
gard to the outlook for the future, and the success you have had in 
meeting your metal requirements and other needs. However, there 
are a number of questions which I think might well be gone into, in 
addition to those which you have covered. 

Mr. Fowier. Mr. Chairman, may I say that I have asked Mr. Trigg, 
who is the Deputy Administrator for Program and Requirements; 
Mr. John Martin, who is the Deputy Administrator for Construction 
Resources and Expansion: Mr. James King, who is the Deputy Ad- 
ministrator for International Activities and Defense Materials and 
others to accompany me here this morning. I am only 2 weeks 
on the job. Although I am familiar with the DPA activities, there 
are certain detailed phases of their own operations I am not too com- 
petent to speak to. 


NEED FOR A REVIEW OF POLICIES AND DECISIONS 


Mr. Wuirren. First, I might say, that in an emergency lots of things 
ean and should be done to get the wheels going and the production 
rolling out, and the essential needs taken care of first and the other 
needs taken care of last. 

T have dealt with the War Production Board during the war, or part 
of it, and I have dealt with the War Food Administration in Agricul- 
ture. However, we have been in the present situation long enough and 
if we can profit by our experience, during World War IT, I am be- 
ginning to wonder if, in view of the feeling in many quarters, which 
exists, that we have to somewhat live with the present situation for a 
while, whether a review of many policies and decisions set up in your 
present NPA and DPA should not be reviewed, relative to whether 
or not, even though it may have been fine up to this point, it is the way 
to operate for the period ahead. 


AUTHORITY OF DPA 


If I understand you correctly, the present situation provides, let us 
say in the field of agriculture. They are the claimant. As claimant 
they list with you quantities of this. that, and the other, which are 
essential to carry on American agriculture for the welfare of the coun- 
try. That is the amount of material which is needed, such as tractors 
and so on. 

Mr. Fowtrr. They are represented on the requirements committee 
are they not? 

Mr. Triec. Yes. 
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Mr. Wurrren. I use that by way of illustration. The same thing is 
true of other departments and agencies. 

Your agency has the authority and the right to go behind those 

uests. 

Mr. Fow er. That is correct. 

Mr. Wuirren. And to actually determine whether it shall go to this 
segment of the national economy or that segment. 

r. Fowier. That is correct, sir. 

Mr. Wurrren. Which makes you somewhat of an umpire supreme. 

Mr. Fowter. That is correct, sir. That is our unhappy position. 

Mr. Wurrren. Now, within the various departments who are claim- 
ants, not only can you go behind the original claim as to which seg- 
ment of the economy has its needs met first, but from the other appli- 
cations filed with you from business on the one hand and plants and 
manufacturers on the other hand you can actually decide who shall 
expand, and who shall not, and the terms and conditions under which 
they shall expand. 

Mr. Fow er. I think we have to take into consideration something 
else there. 

Mr. Wuirren. This is no criticism. You have earned, and rightly 
so, a splendid recommendation in Government circles. 

Mr. Fowier. Thank you, sir. 

Mr. Wurrren. I want to say that Mr. Fleischmann has, before you, 
done the same. The folks around you are splendid public “officials. 

I am talking about the power of life and death which you have not 
only over segments of the economy, but over individuals within it. 
Ido think that it is worth while to go into that subject. It has been on 
my mind more in recent weeks. I put in the record yesterday a dis- 
cussion with Mr. Flemming. I have dealth with this fertilizer situa- 
tion for some little time, but not in recent years. I was on the 
committee dealing with Government corporations a good while. 

I should like to discuss that subject with you, because I have had 
occasion to study it in detail. 

Mr. Fowter. Yes. 

Mr. Wurrren. And then I should like to ask if that same situation 
prevails with the others. 
Mr. Fowter. Right. 


EXPANSION OF NITROGENOUS FERTILIZER 


Mr. Wuirren. Now, with regard to, let us say, expansion of nitro- 
genous fertilizer, first let us go back to your determination of need. 
How is that built up in that instance? “Then I will ask you if that 
applies to the others. 

Mr. Fowirr. Right, sir. There is an expansion goal. 

Mr. Wurrren. You are talking about expansion. T am talking 
about a total need. You are talking about how much you want to 
expand it. I am asking you how you find out the total amount of 
fertilizers you need. You may not need to expand at all with regard 
to some commodities. 

Mr. Fowrrr. Up to now, Congressman Whitten, I do not believe 
we have allocated nitrogenous fertilizers. 
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Mr. Wuirren. I am trying to find out about this. The reason I 
am using this by way of illustration, because it is the one thing I 
have been studying more in detail in the last few weeks. 

Mr. Fowter. Surely . 


DETERMINATION OF TOTAL NEEDS 


Mr. Wuirren. Let us say that it might be something else. As to 
that kind of a thing, how do you determine to start with how much of 
it the Nation needs? Is it the claims of the Department of Agricul- 
ture, the claims of the military, plus the claims of others, plus 
exports? How do you arrive at that total ? 

Mr. Fow rr. It isdone much as you have indicated, by eliciting from 
the various agencies who represent the uses of the particular product in 
question how much they are currently using, how much they would 
like to have in the future. Then, with the information so submitted 
as to the current use and the projected need, we then look at the supply 
picture and determine whether or not there is or is about to be a 
shortage. If there is or is about to be a shortage we would institute 
an allocation machinery for dealing with the shortage. That we have 
not done in the field of nitrogen; is that correct ? 

Mr. Triage. Yes, sir. 

Mr. Fowter. It has not been allocated. However, we have recog- 
nized that in the future very substantially increased needs for nitrogen 
will be felt by the defense economy and the essential civilian economy. 
Therefore, it behooves us to encourage the expansion of the productive 
facilities to avoid a shortage which is not present now but which 
otherwise might come into being. 

Therefore, we have adopted what we call an expansion goal to serve 
as a basis for saying to all of those people who want to come in and 
build additional plants to produce nitrogen: “Bring in your applica- 
tions, and within the amount that has been determined as the expansion 
goal we will process those applications.” 

So it has not been dealing with an existing shortage, but it has been 
"ving to avoid a future shortage which is involved. 

Mr. Wurrren. Let us develop this one aspect. 

Mr. Fowter. Yes, sir. 

Mr. Wuirren. It is serious for how it is handled should determine 
just what the Congress should do so far as to continuing your agency 
or any other agency is concerned, beyond the date absolutely necessary, 
or whether you must stay on to help off in view of actions already 
taken. 

Mr. Fowter. That is right, sir. 


t 
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USES OF BASIC ELEMENTS OF NITROGENOUS FERTILIZER 


Mr. Wuirren. I should like to pursue it further. In this particular 
field of nitrogenous fertilizers, there are several uses for the basic 
elements which go into it. 

Mr. Fowter. Correct. 

Mr. Wuirren. First there are the military needs. 

Mr. Fowrer. That is correct. 

Mr. Wurrren. There are tremendous military needs, or there could 
be. 
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Mr. Fow.er. Present or potential. 

Mr. Wurrren. Yes. In setting your goals, have you any assurance 
or commitment, or any statement from the military in that particular 
instance as to how much they would take in a period of an emergency ? 

Mr. Fowter. I am going to ask Mr. Trigg to answer that. He has 
participated in the deliberations leading to that present expansion 
goal. 


MILITARY NEEDS FOR NITROGEN “ 


Mr. Triec. Mr. Chairman, we do not have any definite figure from 
the military as to what they would need in the case of nitrogen. They 
are very happy to see the expansion of nitrogen take place, however. 

I do not think, in fairness to them, they actually know what their 
need would be. They will not give us the exact amount that they 
need. I think that probably goes to the reason that they do not know 
in the future what type of an operation they are going to have in 
case of war. 

But they will say that they are pleased with the expansion of this 
program. The expansion of this program is made up primarily by 
working, as you indicate, with agriculture, with the military, and with 
all others, on what they say their needs are. However, the military 
has not given us a definite figure, like Agriculture has, for instance. 

Mr. Wiurrren. That goes back to what we all agree on, that though 
they are unable to say or have not said exactly what they would need, 
in case of an emergency they would get it all if they needed it. 

Mr. Trice. That is right, sir. 

Mr. Warren. That is the military end of it. 

Mr. Fowter. Yes, sir. 

Mr. Wuirren. Now, there are other needs, or other chemical uses. 

Mr. Fowier. Yes, sir. 

Mr. Wurrren. There are uses of the chemicals beyond the use for 
fertilizer, 1 mean. Have you any firm commitment on that? 

Mr. Triage. It is much more firm. 

Mr. Fowter. I would not say it is a firm commitment, but it is an 
estimate by the industrial experts as to what they think the projected 
use for chemical purposes would be. 


CONSIDERATIONS IN ARRIVING AT GOAL 


Mr. Wuirrren. In arriving at your goal do you say: “We will pro- 
duce this much, and out of this the output of such and such plants 
will go to the military, the production of other particular plants will 
go to these other uses, other than fertilizer, and the other specified 
production of certain plants will go to export under the Mutual Secu- 
rity Program, and the other will be for American agriculture”? 

Do you do that ? 

Mr. Fowter. Not as to plants. 

Mr. Wutrren. Do you do it as to output? 

Mr. Trice. We set a goal for the total needs of the country, as we 
see them at this time, and there is no provision made for an allocation 
of any percentage to the military or to agriculture. 

Mr. Winrren. Which means, in that case, that under some cireum- 
stances you could end up with none for agriculture: is that not true? 
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Mr. Fowrer. That is true, Mr. Chairman, but the purpose of this 
expansion program, as is true of many of the expansion programs, is 
to see that there is not a shortage. We do not have a shortage now 
which requires allocation. We are trying to create enough capacity 
so that we will not be confronted with the unhappy problem of saying 
“no” to various claimants for it. 

Mr. Wuirren. I am just trying to review the set-up you now have. 
I am not trying to say I know more about your business than you do. 

Mr. Fow.er. I welcome this discussion. 

Mr. Wurrren. I am raising some questions, as you ean see, as to 
your operation up to the present. I believe they are questions which 
ought to be thought about. They are real questions so far as a con- 
tinuation of this umpire supreme business in any Government agency 
is concerned, regardless of who heads it. 


EXPANSION GOALS 


Mr. Fowxer. I should like to take one other twist on the point you 
have made, That has to do with the expansion goals. 

As I have indicated to you before, we have determined expansion 
goals in about 100 important areas of the economy. But tomorrow 
or next month some new industrial use of the particular material in 
question, or some new military use of the particular material in ques- 
tion, or some change in the curve of increasing demand, up or down, 
might mean that that expansion goal has to be reviewed and modified. 
This is a never-ending kind of a job, this job of avoiding shortages. 
The business of-dealing with a shortage is something which has some 
terminal facility to it, because you can, by increasing supply, work 
your way out of it. However, the exercise of the authority under 
sections 302 and 303 of the Defense Production Act, and the exer- 
cise on a highly selective basis of the tax amortization authority, is 
something which I do not think the Congress will want to end in this 
coming fiscal year. I do not think it would want us to stop today and 
say, “We have finished the job.” 

Mr. Wuirren. I doubt that that would be true, or that they would 
want you to, either. But I think, to put into the record exactly how 
it works, in your view, might be helpful in making that decision, and 
might be helpful in determining any changes which might be 
necessary. 

Mr. Fowter. Yes, sir. 

Mr. Wurrren. You say that in the expansion you only expand 
the operations generally to add to the general total, and not for spe- 
cific purposes or needs. You would do that later by controlling the 
use of the end product ? 

Mr. Fowrer. That is true. 

Mr. Wirirren. That is your present plan / 

Mr. Fowter. That is true of a basic resource like nitrogen. 

Mr. Wuirren. It would be true of copper, steel, and the rest of 
your basic programs? 

Mr. Fowrrer. That is right. On the other hand, there are some 
highly specialized precision types of items where the expansion is de- 
termined largely because of the anticipated military need. 
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EFFECT OF TAX AMORTIZATION 





Mr. Wuirrren. Now, going back to the very powerful position 
which your agency plays, not only in the life of the various segments 
of the population, but with individuals within the particular seg- 
ments, this tax-amortization certificate which you can issue, to en- 
courage expansion in the production facility with respect to any of 
these programs, means that you have given them the right to charge 
off the cost of that plant in about 5 years. 

Mr. Fowxer. That percentage of the cost. 

Mr. Wurrren. Which you may determine. 

Mr. Fowxer. That is right. We have determined it. 

Mr. Wuirren. Yes. Now, in connection with that, if in the ab- 
sence of the tax-amortization certificate the plant would not have been 
built in that situation, neither the Government nor the country has 
missed anything in taxes, is that right? 

Mr. Fow er. That is right. 

Mr. Wuirren. If it would not have been built. 

Mr. Fowter. Yes, sir. 

Mr. Wurrten. So any cost in taxes which the Government may have 
lost, even for the first 5 years, depends upon whether or not those 
certificates have been issued in cases where the expansion would have 
been built anyway, which is a matter of judgment. I am not finding 
fault with you. 

Mr. Fowuer. Yes, sir. Mr. Chairman, we feel that way. It is not 
our business to decide whether this is a wise policy or not, but in my 
own personal judgment I believe this was a wise policy, not only for 
the defense of the country but for an expanding economy, because 
you are perfectly correct in saying that we are getting as a result of this 
program a bigger and a more productive America. That means a 
bigger tax base from which to draw, assuming that the economy con- 
tinues to operate on anything like the current high level. 

So the losses are compensated for, in my judgment, by very sub- 
stantial gains in the income, which is the basis of our tax structure. 

Mr. Wutrren. Now, even if that plant which you gave a tax- 
amortization certificate to would have been built, even though you 
were persuaded you needed to do that to get the expansion, at the end 
of 5 years it is possible they would pay higher taxes. But, by your 
ability to issue that tax-amortization certificate, you go in and in 
eos Dg say who can expand and who cannot expand; is that not 
right 

Mr. Fow.er. Well, in some cases—— 

Mr. Wurrten. I am just talking about the power which rests in this 
agency, if this is a 10- or 15-year emergency. 

Mr. Fowter. Let me draw a distinction. 

Mr. Wuirren. I am asking that question. Please answer my ques- 
tion, and then present your point. 

Mr. Fowrer. I think it depends upon the financial ability of the 
applicant. 

Mr. Wuirren. I see. You can determine who can expand and who 
cannot ? 

Mr. Fowrrer. We cannot, not through the tax amortization. Let us 
take the General Electric Co. Let us say they decide that they want 
to build a plant to make electrical equipment. They come in and 
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ask us for a tax amortization certificate. If we give it to them, that 
is an incentive for them to go ahead, to be sure, and not to put it off 
any further. 

We may say, “No,” and they may decide that in the interests of the 
General Electric Co. their interests are going to be served better by 
building this particular capacity, whether they get a certificate or not, 
so they go ahead and build it. General Electric does not have any 
difficulty getting adequate financing. 

So whether we issue the certificate or not may not be the deciding 
factor on whether they build the plant. 

Mr. Wurrren. Let us say it may be. 

Mr. Fowter. It may be or it may not be. 

Mr. Wurrren. All right. 

Mr. Fow er. Let us take another type of applicant. Let us take a 
smaller fellow, who is in a given field, and who does not have the finan- 
cial resources which the General Electric Co. or some of the larger 
concerns have. He may go to his banker or to his source of money 
and say: “I want to build a particular plant for this particular rea- 
son.” They may say: “Well, do you have a tax amortization certif- 
icate?” He may say: “No.” And they may say: “We would be in- 
clined to lend you the money if you had a tax amortization certificate, 
which is a certain extra financial element on the financial strength in 
your picture.” 

In that kind of a case it may be that our decision will determine 
whether or not that particular fellow expands. 


EXPANDING SMALL BUSINESSES IN COOPERATION WITH SDPA 


For that reason, I might add, we have recently worked out a pro- 
gram with the Small Defense Plants Administration, so that a certain 
part of these expansion goals is earmarked and set aside for small busi- 
nesses, so that for a given period of time the Small Defense Plants 
Administration can go out and inform the various small manufacturers 
in this particular field, to give them a chance to get in and be considered 
for a certain quota of the expansion goal. 

Mr. Wuirren. You have just shown now in your illustration that 
you have even more power than I had thought. You can even go into 
the finances of the company and are not restricted to those who take a 
tax amortization to expand. You can judge whether they can expand 
without it or not. You can go into the finances of individual people. 

Mr. Fowxrr. I do not say we do. I would say their own private 
banker does. 

Mr. Wuirren. You have just said you might not determine with re- 
gard to the big electric companies. As I understood it, the informa- 
tion you have as to General Electric is as to its size, and so forth, and 
it could go ahead if it wished to, anyway. Would that be a factor? 

Mr. Fowxer. We would not make that factor. What I said, Mr. 
Chairman, was that whether we gave the certificate or not might not 
be the determining factor for GE. 


ADVANTAGEOUS POSITION OF RECIPIENTS OF TAX AMORTIZATION 
CERTIFICATES 


Mr. Wurrren. Let us put it this way: For 5 years that company 
to which you did give the tax amortization certificate would be in a 
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better competitive position than others in the industry who expanded 
and did not gain such an advantage for 5 years. 

Mr. Fow ter. That might well be, depending upon what the future 
policy of the Congress is with reference to taxation. 

Mr. Wuirren. You say it might be. I am talking about the first 
5 years. Would they not be in a better competitive position with 
regard to the retail price of the commodity, or whatever they 
produced ? 

Mr. Martin. If I may interrupt, let me say that for the 5 years 
they would be in a less advantageous competitive ——- on the 
rice, assuming that the price is built something on the cost, because 
bs the very definition of the aceclerated amortization you include it 
in your cost in your faster amortization. They would have a higher 
cost base, if they priced against the cost, which would make it a 
slightly less advantageous position. 

Mr. Wurrren. You mean that for 5 years anybody who got one 
of these tax amortizations would be in a less advantageous position 
than if he did not get it? 

Mr. Martin. So far as the pricing against cost is concerned. So 
far as financing is concerned he would be in a better position. They 
are separate things. 

Mr. Fowxer. He would have a better profit, but he could not cut his 
prices very skillfully and ably because of tax amortization. He might 
come out with a better net at the end of the year 

Mr. Wurrren. Do you know of any better way to be in business 
than to come out with a good net at the end of the year? 

Mr. Fowter. I would like to do that myself. 

Mr. Marrttn. It is not quite that. He would come out with a better 
cash position, but not necessarily a better net. 

Mr. Wurrren. Who owns the plant? 

Mr. Martin. That is my point. 

Mr. Wnarrren. Who owns the plant as he charges it out and gets 
it paid ? 

Mr. Martrn. He owns it. 

Mr. Wurrren. In both cash and property he would come out better. 

Mr. Martin. That is right. 

Mr. Wuirren. How can you come out to be worse off if you are 
improving in your cash position and in the amount of property you 
own ? 

Mr. Martin. I am not saying you come out worse. 

Mr. Wurrren. You just said that he would come out worse. 

Mr. Marrryn. Your initial question was with relation to the com- 
petitive position on prices. 

Mr. Wuirrren. If you are selling any commodity and you gain in 
eash and you gain in property owned, you can reflect that in the price 
for which you sell your product. Of course you can. You do not 
mean to say you are hurting these people by tax amortization. 

Mr. Martin. No; I am not making that point. 

Mr. Wiirren. You do not mean to say they cannot take into con- 
sideration in their prices the fact that they are gaining in cash and 
property owned ? 

Mr. Martin. They can: and they will show it on the balance sheet. 
Mr. Wnirren. They can if they wish to. 
Mr. Martin. That is right. 
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Mr. Wuirren. So that competitively for 5 years they are in a 
better position as a result of having it, and you know that. 

Mr. se Well, I was making a separate point at the start. 

Mr. Wuirren. You are separating one little segment. 

Mr. Martin. I was separating one point. 

Mr. Wurrren. We are talking about the business itself. 

Mr. Marrin. That is right. I was separating the pricing point. 

Mr. Wurrren. So you can make those determinations. Now, I am 
trying to get at something which really disturbs me, as I have dug 
into this situation. 

Having set a goal in expansion of nitrogenous fertilizers which is 
oversubscribed about 100 percent, would that not raise in your mind 
a question as to whether your goal is not too low / 

r. Fow ier. It certainly does. 

Mr. Wurrrten. The folks in the business were anxious to get into it 
to the extent that they would oversubscribe 100 percent. 

Mr. Fow.er. It certainly does raise the question, and we are looking 
into it. 

Mr. Wuirrten. The next situation you come to is this: If there is 
an advantage to tax amortization, and there is bound to be else you 
would not offer it, and if you give it to certain specified companies, 
what is the result ? 


CRITERIA EMPLOYED IN CONSIDERING APPLICATIONS FOR TAX AMORTIZATION 


First, I should like to have you list in the record the criteria under 
which you determine approval or disapproval. 

Mr. Fowter. Yes, sir. 

(The information is as follows :) 


The statute lays down the principal criterion. Section 124A of the Internal 
Revenue Code (Revenue Act of 1950) in subsection (e) uses the test of “neces- 
sary in the interest of national defense during the emergency period,” 

The statute has been supplemented by regulations prescribed by the Defense 
Production Administrator with the approval of the President pursuant to the 
authority contained in Executive Order 10200. These regulations, DPA Regu- 
lation 1, as amended February 14, 1952, supersede earlier regulations prescribed 
by the Chairman of the National Security Resources Board. Section 2 of DPA 
Regulation 1 provides the criteria for the determination of necessity. 

The primary criteria are that the material or service must be required for the 
national defense and that there be a shortage of facilities for the production of 
such material or service. 

In determining that the material or service is required for national defense, it 
must be found that the material or service to be produced with the proposed 
facility is required in whole or in part in the interest of national defense dur- 
ing the emergency period. A material or service will not be found to be so re- 
quired unless it is directly required for the armed services of the United States 
or auxiliary personnel, for civil defense, for the Atomic Energy Commission, or 
for any operations or activities in connection with the Mutual Defense Assist- 
ance Act; or unless it is necessary for the production of a material or service 
directly required in the interest of national defense during the emergency period ; 
or unless it is otherwise necessary in the interest of national defense. 

In determining shortage of facilities for the production of material or service 
required for national defense, it must be found that at the time of the beginning 
of construction, reconstruction, erection, installation, or acquisition of the facil- 
ity, there was or is an existing or prospective over-all shortage of facilities for 
the production of the material or service produced or to be produced by the 
facility sought to be certified. Consideration will be given to the necessity for 
and adequacy of facilities for the production of a material or service in a par- 
ticular region, the necessity for stand-by capacity, and any other factors con- 
tributing to or threatening a shortage of facilities for producing such material 
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or service. A shortage will be found to exist only with respect to facilities 
required to meet expansion goals determined by the Defense Production Admin- 
istration. 

Other considerations are also involved in the determination of necessity. 
These include factors such as: new or improved technology ; assurance of a fair 
opportunity for participation by small business; the promotion of competitive 
enterprise; the competence, performance record, and other factors bearing upon 
the ability of the applicant to construct or acquire, and manage the proposed 
facility ; location of the facility with due regard to military security and disper- 
sion criteria and standards; the degree to which the facility will alleviate the 
shortage of production; other forms of financial assistance provided by the Gov- 
ernment; the availability of manpower, housing, community facilities, trans- 
portation, and other factors of production. An existing or prospective shortage 
of facilities for the production of a material or service necessary in the interest 
of national defense will not be considered alleviated by : 

(1) The acquisition of the productive assets of a going concern or second- 
hand facilities unless: 

(a) Clear prospect of a substantial increase in the usefulness of such 
facilities for national defense exists and such increase cannot be obtained 
by other practical means ; or 

(b) Substantial loss of usefulness for national defense would probably 
result in the absence of such acquisition. 

(2) The construction, reconstruction, erection, installation, or acquisition of 
that part of a facility which is or will be used in lieu of existing facilities, 
except to the extent considered extraordinary and necessitated by reason of 
the emergency. 

It is to be noted that a shortage will be found to exist only with respect to 
facilities required to meet expansion goals determined by the Defense Produc- 
tion Administration. This provision in the regulations results from Defense 
Mobilization Order No. 11 dated August 14, 1951, paragraph 1, of which provides 
as follows: To assure consistency between the granting of necessity certificates 
and the determination of expansion goals, certificates shall be granted only 
for facilities that are included within expansion goals determined by the De- 
fense Production Administration to be necessary to meet established require- 
ments. 

Where more capacity has been applied for than the goal will permit, selec- 
tivity factors are employed and, in large part, these factors are those which 
are recited above as other considerations as they apply to the particular industry 
concerned ; i. e., cement differs from railroad ears. 


Mr. Wuirren. When you grant a tax amortization, you determine 


that it was essential in order to get the expansion. In that process, 


you do not assure them you will not do the same thing for others? 
Mr. Fow ter. No. 


COMPETITIVE ADVANTAGE OVER NONRECIPIENTS OF TAX AMORTIZATION 


Mr. Wuirren. But if there be a competitive advantage, both in 
respect to financing with which to expand and in the net position, 
because they can charge it off, others will not get in the business if 
you do not also give them this benefit, because you have given all of 
these others a competitive advantage for 5 years, to say the least. 


POSSIBLE RESTRICTION OF PRODUCTION 


Is it not ge oe that in your efforts to expand you have actually 
restricted the production? In the particular instance of fertilizer, 


where the great agricultural needs of this country are last—where 
they get what is left over—it could easily be that through this pro- 
gram of tax amortization if you stop short you have limited the 
amount which could be available today. 


Mr. Fowrer. Well, it might work out that way, but the experience 
now is not that. 
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Mr. Wuirren. I know; nobody intends it to work that way, Mr. 
Fowler. 

Mr. Fow ter. Regardless of intention, the actual fact of the matter 
is that where these expansion goals have been fixed and where the 
tax amortization incentive has been utilized, the country has gotten 
a much more rapidly expanding capacity than it would have gotten 
and did get in normal times, if we have ever had any normal times. 

Mr. Wuirren. That is right. I am agreeing with that. But if 
you suddenly quit issuing tax amortizations to any others, and they 
should determine that they cannot compete for 5 years because of 
what you have given to other companies for 5 years, you have, perhaps, 
unintentionally limited or restricted production when it would have 
expanded on its own. 

Mr. Martin. I think your key point is the evidence of these people 
searching to get in, as you brought out with us. We have already 
started searching through the mechanics of that. It is already 
going on. 

Mr. Wurrren. I am just pointing that out. I do not wish to be- 
labor that individual case. 

Mr. Martin. That is correct. 

Mr. Wuirren. It goes into something basic with me. 

Mr. Martin. Yes, sir. 

Mr. Wurrren. It was surprising to me that in your efforts to ex- 
pand you might end up by restricting the normal increase and pro- 
ductive capacity not only here but in steel and aluminum and these 
other basic commodities, where it could work the same way. I am 
discussing nitrogenous fertilizer. The same can apply to almost any 
other product. 

I do want you to put your criteria in here, but one thing that you 
go by is the companies which have already been in business. It 
sounds reasonable that they should be entitled to consideration when 
it comes to expansion, but you might determine: “We want to put a 
competitor in this field.” 

That is what you did in aluminum. You determine whether to ex- 
pand a few existing companies or whether to put a competitor in the 
field. 

Or you might want to finance a competitive product which may 
take a man out of the market. That is the fifht you have had on 
cotton products and rayons and those kinds of things. 

Mr. Fowter. Yes, sir. 

Mr. Wurrrten. I am pointing that out because it is very important. 
I just wish to show you how many angles there are which you must 
consider, and which the Congress must consider. 

Mr. Fowter. I would not disagree with you 1 minute. I say that 
the terrific power which is involved in this operation is one of the 
let us say less desirable elements of a program which you have to weigh 
in terms of what it accomplishes in the over-all in terms of the defense 
program. By this program, as I sincerely believe, over the 3 years that 
it was originally envisaged—it may be stretching over into 4—the 
United States of America will have become quickly, very quickly ex- 
panded at a much faster pace than would otherwise have been the 
case, and has become a much stronger power in terms of military and 
industrial capacity. 
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Mr. Wuirren. I am taking exception. 

Mr. Fowxrr. There is the good and the bad. The good in the pro- 
gram far outweighs the fact that you do have a terrific concentration 
of power in a few people. 

Believe you me, Mr. Chairman, it is a power which I do not relish. 
As you know, I do not expect to be with it too long. 

Mr. Wurrren. I realize that. I am not passing judgment on any of 
the decisions which have been made. I might say that if it meant the 
saving of our country it might not be a bad thing 1f United States Steel 
or some one company owned all of the steel output of the country, 
if that were the only way to win a war. 





NEED FOR A REVIEW OF RESULTS OBTAINED 


However, now we have had at least a year or two to take a look at this 
to see where we are, and we are at a period where we ought to review it 
and see what is happening by the vesting of this power in your hands. 
We should decide now whether this should continue and on what terms, 
because of the actual experience we have. 

Mr. Fowier. Mr. Chairman, I think we are in complete agree- 
ment. I do not think any more important decision confronts this 
Congress and the next Congress than the determination of what we 
are going to do after the completion of this so-called 3-year program 
which Mr. Wilson described; what we are going to do after that 3- 
year program has sustained an adequate level of preparedness con- 
sistent with the normal way of life which we like to enjoy. 

We have a conflict of problems there which is a challenge for the 
American Congress, which it has never had to face, because in pre- 
vious emergencies we have always gone in for this rapid build-up, 
invoking these harsh emergency powers. We have gone in and fought 
the war and won it, and we have been able to dispense with these 
powers. This time we are in a different situation. Now we are hav- 
ing to facilitate this very rapid build-up, and keep it, because the 
power in question may or may not hold off. Let us assume he does 
hold off. We are going to have to sustain a level of preparedness over 
a very long period of time. 

Now, how you keep the mobilization base, which is the term we 
use, maintained on an up-to-date basis, having once accomplished this 
period of rapid build-up, and what kind of special powers are neces- 
sary, is a question. I am sure they should be sharply reduced over 
what is necessary for the rapid build-up. Where do you take them 
off? When do you go all-out. That would be a mistake, in my judg- 
ment. To what extent do you diminish the powers? To what extent 
do you keep your machinery in existence to cope with this sustaimed 
mobilization concept? I think that is the great national problem over 
the next 5 or 6 years, or however long it takes. 

Mr. Wurrren. I do not think there is any question about that. But, 
in addition to that, the comprehension which you folks who are run- 
ning it have of the various angles and the effects of how the problems 
are handled will, I think, enter into the determination of the Con- 
gress. It becomes apparent that you have the power of life and death 
over segments of the economy and over private individuals who are 
in business. And not only that, but, as you have indicated, you have 
the right to go behind all of these things. : 
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Mr. Fow.er. In the field of tax amortization, as I have indicated 
earlier, we have here Mr. Martin, who is the Deputy Administrator 
there. We have been in the middle of discussions on that over the last 
week. There were discussions over there yesterday, at the staff level, 
on looking to a policy of a much more restrictive administration of 
that particular power, not only in new fields or in any new type of 
production. In other words, a kind of battening down, as it were, of 
the hatches, in the use of that particular authority. 

Mr. Wurrven. It is so easy to find fault if the other fellow makes 
a Statement first. Even there, a tightening down could just mean 
freezing inequalities. 

Mr. Fowuer. That is right. 

Mr. Wurrren. You let certain ones have the benefits, and then you 
say, “That is the last of it.” Then you cut off a great deal of expan- 
sion which might have otherwise resulted in an industry. 

Mr. Fowter. Yes, sir. 


ALLOCATIONS OF EXPANDED PLANTS OUTPUT 


Mr. Wurrren. Do you envision any allocations of the output of any 
of these expanded plants? Do you envision a tie-down, so to speak, 
of the output either in fertilizer or the other major fields? 

Mr. Fow ter. Not under the current and anticipated conditions. 
We would anticipate that if there were this fall or at any time a total 
war then, of course, the invocation of the allocations authority on a 
much broader scale, to cover a great many more materials than we 
have presently used it to cover, would naturally tie up the allocation 
of a lot of these expanded facilities. 


ATTENTION GIVES TO LOCATION OF PLANTS 


Mr. Wuirren. Much of the heavy manufacturing industries in this 
country have heavy products on which the freight charges particu- 
larly will be high. ‘That makes it highly important as to where the 
manufacturing facilities are, insofar as the domestic supply is con- 
cerned. How much attention do you give to setting these up on a 
regional basis? 

Mr. Fowxer. We do not give very much attention to the regional 
basis, sir. What we do in the criteria is to try to determine that an 
adequate labor supply exists at the point where the applicant indi- 
cates the plant is going to be available. 

Beyond a determination of a reasonably adequate labor supply, 
community facilities, and so forth, the choice as to whether the appli- 
eant goes north, south, east, or west is the choice of the applicant. 

Mr. Wuirren. The choice should be his, other things being equal. 

Mr. Fowier. We cannot dictate to them that they ought to go here 
or here or here. We can veto them if they start to build a big plant 
at a point where it is going to draw off and absorb the labor, and cre- 
ate a real labor or manpower problem in that particular area. 

Mr. Wurrren. I am not trying to deal with that, nor am I trying to 
be sectional in my line of questioning. I just mean this: There might 
be a supply of some commodity which would put the price extremely 
prohibitive in certain areas, whereas in other areas there might be 
a tremendous shortage of the end product which might enter into 
the determination. 
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Mr. Fowrer. A regional factor like that can be considered. How 
often it is I do not know. 

Mr. Martin. Mr. Fowler, it is done very seldom. We have done it 
on cement and on sulfuric acid, specifically, where freight is a major 
factor. We have done it not as formally but rather specifically in the 
nitrogen, which the Congressman was talking about, when there was 
a choice. 

You understand, in most cases we do not have a choice, Congress- 
man. Nitrogen is rather an exception. More people want to get in. 
Generally it is the other way around, where we try to get people in. 

Mr. Fow.er. That is right. 

Mr. Martin. Where we have a choice we have done broad regional 
groupings on bulky products. 

Mr. Wurrren. Of course, in the nitrogen field three or four or five 
companies have the major capacity, and probably would differ with 
this statement, but in all likelihood they are like the power companies 
used to be. They probably think they make more money with a 
limited production. I have always been convinced with regard to 
fertilizer that it would be to the other extreme, and certainly it has 
proved to be that way with regard to power. 

Mr. Fowter. Such as the TVA. 

Mr. Wuirren. Yes. I think that would be true here. However, 
probably they would like to keep a strong demand and a limited 
production. 

Mr. Martin. Congressman, I drew up one fact after the meeting 
the other day. I projected the regular normal growth from 1941 to 
1951, and took those years as showing the rise of the war and the 
boom. If that rate had continued, it would take until 1967 to get to 
the amount of capacity which, as a result of the accelerated amorti- 
zation, we will have at the beginning of 1955. 

Mr. Wurrren. Are you talking about demand or actual production ? 

Mr. Martin. Neither. I am talking about productive capacity, the 
ability to produce, not as to whether they will use it or not. 

Mr. Fowrrr. In other words, there is a very sharp peak-up now 
in capacity as a result of this program. Whereas the normal curve 
of capacity would have worked something this way [indicating], 
now it has a very sharp peak. 

Mr. Wurrren. It is kind of like the situation in Iowa. There was 
a 1,000-percent increase, where the original start was small. 

Mr. Mariryn. We are not saying it should not be higher. 

Mr. Wnirren. I want to say this: Not too many years ago there 
was practically none of it used. It is a comparatively new business 
in the area where the real need exists. 


CONTROLS TITAT CAN BE EXERCISED BY DPA 


I did not mean to belabor that point here, but it does bear out that 

you folks again not only have control over which company does it 

ut over the development of regions and over the employment of people 
in places where there is unemployment. You have all of that. 

The question is this: If you are going to be assigned that much 
authority—and certainly it is wise in times of real emergency to have 
some control, even if it results in monopoly or destruction of some 
business by some competitor, if the emergency is severe enough, since 
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we have to save the country first, but it strikes me that in a period 
such as this we need to resurvey these huge powers which you have 
to see how much you recognize the various factors which enter into 
it and how you handle these matters over which you are almost a 
trustee; and what the plan should be for the future. At least that is 
the way I see it. 

Mr. Fow er. That is right. How the job is done is going to in- 
fluence the Congress, quite properly, on the continuation of it. 


STEPS TAKEN TO AVOID MONOPLIES 


As to the point on the monopoly, let me say that Congress, in the 
act, has directed as follows: 


The Attorney General is directed to make, or request the Federal Trade Com- 
mission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, in- 
jure small business, or otherwise promote undue concentration of economic 
power in the course of administration of this Act. The Attorney General shall 
submit to the Congress and the President within ninety days after the approval 
of this Act, and at such times thereafter as he deems desirable, reports setting 
forth the results of such surveys and including such recommendations as he may 


deem desirable. 

Now, because of the existence of that provision and because of other 
references in the act to the concern of Congress we administer these 
expansions consistent with the defense effort, but in such a manner 
as to not encourage monopoly. We have, as one of our criteria in 
the selecting or approval of a tax-amortization application the ques- 
tion of the relationship of such a grant or such an increase to monopoly 
or undue control in the particular area. That is taken into account 
on occasion, when we consult with the Department of Justice, Anti- 
trust Division, on what their views would be in a particular situation. 

Mr. Wurrren. Even that could be carried to the extreme, so that 
you would be in the position of setting up competition, or a competing 
product. 

Mr. Fowxer. Right. 

Mr. Wurrren. In other cases that, too, would be bad. 

Mr. Fowter. Quite. We always have to balance these various 
interests together. Sometimes we will say the Department of Justice 
or the Attorney General might prefer not to grant any applications, 
beeause the only companies which have applied happen to be the 
stronger ones in the field. We cannot, in that situation, say; “No, 
we are not going to allow you to expand for this defense program be- 
cause you are the most powerful fellow in the field,” when nobody 
else wants todo it. We have had cases where just a particular producer 
produces one material. When that producer comes in and says: 
“I should like to expand. You say it is needed for the defense pro- 
gram. I am willing to do it.” 

If there are no other takers, and nobody else around, we have no 
recourse if we are going to carry through the spirit of the act, other 
than to go ahead and make the grant. 


PROMOTION OF SMALL BUSINESS 
Mr. Wuirren. What attention have you given to trying to promote 


small business through your own agency ?* Have you gone through the 
Small Defense Plants Corporation and counseled with them ? 
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Mr. Fower. We have tried to set up at every point in our func- 
tions very adequate and complete liaison arrangements with the Small 
Defense Plants Administration. 


I have retained in operation not in the DPA but in the NPA, which . 


I will discuss this afternoon, a small office of small business, an NPA 
office of small business. This afternoon, if you would like to, I will go 
into why I think that is a necessary and desirable continuance. 

But in the DPA and in the NPA we have regularly consulted with 
Mr. Telford Taylor, the Administrator. Just for an example, in the 
last month or 6 weeks, Mr. Martin has worked out an agreement with 
him for what we call a set-aside for small business in any expansion 
goal. That is a certain quota which in terms of the complexion of the 
particular industry it seems fair to assign and reserve for small 
business, so that the Small Defense Plants Administration would have 
an opportunity to get the information out to the smaller companies, 
saying: “If you want to file an application and get it considered, this 
particular area is under consideration for expansion.” 

It would not necessarily be that the most alert and the fellow who 
has the best source of public information would have the application 
confined to him, necessarily. Each industry division, is trying to get 
some statistical material to calculate the quota it would be proper 
to assign as available for small business in these fields. 


TAX AMORTIZATION AND LOAN APPLICATIONS PROCESSED 


Mr. Wuirren. I understand you have a table which shows the 
amount of the loan program and tax amortization. 

Mr. Fowter. Yes. 

Mr. Wurirren. We would like to have that included in the record. 

(The information is as follows:) 


Summary schedule of tax-amortization applications 








| ey | Percent oe Percent 
ieicaiienialisinhstinamtenton ue ecneer . i ace ANE REE 8 SOIREE, VAY Os al aS RN 
Filed: } Certificates issued—Con. 
Number___. 2), 568 100.0 Percentage of tax amorti- | | 
Amount (thousands of zation. F “ 62 
dollars). 31, 262,716 | 100.0 || Certificates canceled: 
Pending: | Number... ...--.- sina 27 0.1 
Number | 4, 334 21.1 Applied for (thousands of 
Amount (thousands of | } dollars) be RT | 39, 095 1 
dollars) | 6,057, 215 19. 4 | Amount eligible for cer- | 
Withdrawn: | | | tification (thousands of 
Number-__- 363 | 1.8 |} dollars)... .............-| 38,118 |___ 
Amount (thousands of | | Amount of tax amortiza- | 
dollars) . 732, 897 2.3 || tion (thousands of dol- | } 
Certificates issued: lars)... ae i 24,107 |_. 
Number | 10, 604 | 51.5 | Certificates denied: | r 
Amount applied for | Number igen 5, 225 25.4 
(thousands of dollars) _|* 20, 450, 227°! 65.4 Amount (thousands of | } 
Amount eligible for cer- dollars) j . 3, 975, 651 12.7 
tification (thousands of Denials canceled: } 
dollars) wi | 19, 494, 433 Number oct aes | 15 | 5 
Amount of tax amortiza- | Amount (thousands of 


tion (thousands”of dol- 


| dollars) re 7, 631 My | 
lars) 12, 094, 723 | 


sastina ss 








5 Silane ak ee 











119 


SUMMARY (AS OF MAY 29, 1952) 





| | Amount 
Number | Percent | (th9usands Percent 
| | | ofdollars) | 





Filed _.- j 20, 56 100.0 | 31, 262, 716 | 100.0 
Processed - | 5, 8% 76.9 24, 425, 878 | 78. 1 
Pending-_.--- ‘ ae 21.1 6, 057, 215 | 19. 4 
ID .. cc tatee sh Cust ueetog bose Sok eDer ones : fy 46, 726 | : 
Withdrawals. 368 1.8 732, 897 & 





Loan activities, week ending June 12, 1952 





Preceding week | Current week 


Detail 


? | Amount in | la mount in 
Number thousands Number | thousands 





. Cases on hand— es f a0 | 3 | 93, 896 
. Cases received __-.-.- oRankig Cee he Saket 6 | 2, 348 





Total workload.. 





Cases certified... -___- 
. Cases withdrawn, returned or transferred _- 
. Cases denied 





Total processed___-_- 











Mo why O wp 


. Cases on hand—closing. .............-.--..---...-..--. ay 
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ANALYSIS OF CASES ON HAND—CLOSING OF CURRENT WEEK 








Sa N: 




















| | Amount 
Number | in thou- 
| sands 
ee i sida wee oh ac ihe niin s delbiainineie Laan anes 2 648 
ec ean win bn deeenhpeulniuegadhatenteceentsiooce 1 Qs 
eG is ions nbnies aamuminahbonue debe cuctss 4 2, 599 
. Awaiting additional information—RFC -___.--...--.-.....------.------.-------- 4 604 
Awaiting additional information—RFC -_-_.-.......-.....-.--....-.------------ 1 2h 
. Awaiting additional information—applicant Ldap itinehsaacilehiibdeabbh coda dpcethabiyensndbhpeade. 
Awaiting recommendations: | 
Number from— Amount 
e Total | in thou- 
| Delegates Military | Both — 
ERE 8" SS ER ae rT ee 
1. Defense Electric Power Administration _--_- - aa FE ae. 2 a ate POA he 
2. Defense Fisheries Administration ..-...-....-|_...-....-|......----|...------- x cubde pad tein 
3. Defense Solid Fuels Administration... _.- 7 ‘ ie 7} 3, 995 
4. Petroleum Administration for Defense __ 6 | aeepopiptres 6 | 11,542 
5. Defense Transport Administration_- , ff UES BRE TS UR Sea 7 | 1, 897 
6. Agricultural Machinery and Import Divi- | 
ee eM ee ne at ge bined Beer ek Use eae TW AVE BEAK: De  ddca Gea tec dzabthes - 
7. Aireraft Division... ___- 2) 1 | 8 | li | 3, 584 
8. Aluminum and Magnesium Division _- | 3 Laat 1} 4) 21, 340 
9. Building Materials Division __._.....-......-}.....-..-- 7) Tee | 1 500 
ap, ASE MR no 6 |. oan 2 8 11,840 
11. Communications E quipment Reisen... toe Foi hats ne Finn ab basic dactihdpethbamelt bask 
12. Construction Machinery Division. .._.......}......-_.. SSRN TS ae eens ‘Sriphacnitiise' ie Sal 
13. Consumer Durable Goods Division. -____- ESP SRERY eS Pvehoioats Fe ania anigoleaiwedeh Vices ; 
14. Containers and Packaging Division.__._._._}.........}_-. a6, 2 | 2 | 245 
15. Copper Division |. # AS Fees Paeearte » 3 
16. Electrical Equipment Division } -| 1}. nile 1} TAS 
17. Electronics Division. --. } 1| 2| ad 3} 59 
18, Engine and Turbine Division. -| | eB ek aN REN | A 
19. General Components Division énuinttl 1| 3 | pact 4 | 763 
20. General Industrial Equipment Division | 1. coe 1} 1 | 45 
21. Iron and Steel Division 2 | 1 | .| 3 | 1, 957 
22. Leather and Leather Products Division } --| ma mS. : 
23. Lumber and Lumber Products Division | 2 oath 2 581 
24. Metalworking Equinment Division -| 3 | 1} 4 | 619 
25. Mining Machinery Division ___- | Sd 
26. Miscellaneous Metals and Minerals Division _| 1} 1 2] 3, 000 
27. Motion Picture Division | all ‘ait * 
28. Motor Vehicle Division | 1 |. 1} 500 
29. Ordnance and Shipbuilding Division } 1} 2 | 8 | | 3, 023 
30. Printing and Publishing Division | fi 
31. Pulo Paper and Paperboard Division 
32. Railroad Equipment Division me 
33. Rubber Division si sii | -- 
34. Salv ace Division = istic gtedlal Satan Pi seh sis 
35. Scientific and Technical Division 1 2| 2) 5 44) 
36. Sers ice Equioment Division | 6 j 6 | 2, 218 
37. Textile Division i | 2 2 172 
38. Tin, Lead and Zine Division _ Be 
39. Defense Air Transportation Administration _| hg SRE a 4 9, 542 
40. Maritime Administration 1| 1 6, 000 
Total | 43 | 28 | 25 108 89, 136 


Mr. Fowier. May I add, also, that Mr. Taylor, who is the Adminis- 
trator of the Small Defense Plants Administration, is also a member 
of the Requirements Committee in the DPA, and has an opportunity 


to have a choice on the allocations programs to the extent that they 
concern and affect small civilian industry. 






Mr. Fow er. 


which we have. 


AVAILABILITY OF ELECTRICITY 


Mr. Wurrren. What is the outlook now 
availability of electricity ? 


. Mr. 


Fowler, 
What is the status of the expansion 
gram, and how much increase have we had in the supply of electricity ? 
I should like to give you the exact figures on that 
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(The information is as follows :) 


Approximately 75,000,000 kilowatts of generating capacity was installed as of 
the end of 1951. The approved expansion goal of 32,000,000 kilowatts during 
the years 1952, 1953, and 1954 represents an increase of 42.6 percent over the 
75,000,000 kilowatts installed as of the end of 1951. 


ELECTRICITY EXPANSION GOAL 


Mr. Fowter. We make a quarterly calculation on the status of these 
various important expansion programs. The total expansion goal 
for electric energy, which has been established, is 32 million kilowatts. 
If I am not mistaken, that is an increase of about 42 percent of the 
capacity which existed at the time of Korea. That increase, to give 
you some idea of its magnitude, is equal to the quantity of power 
capacity which was installed from the beginning to the year 1939. 
That is the program which is under way. 

Now, as to the progress of achieving that program, I do not have 
the exact figures, but we get from the Defense Electric Power Adminis- 
tration fairly regularly reports indicating the quantities of new 
‘sapacity which have been installed. My impression is that the real 
payoff period on electric power capacity installation is in the years 
1953 and 1954. That is because, of course, in new power capacity you 
have these long lead-time equipments like generators and turbines and 
large transformers which normally take 18 to 24 months to build from 
the time when the design is approved. 

So the real achievement in that figure, while we are getting sub- 
stantially additional quantities of power, can be seen. I think the big 
initial operation of capacity will occur in 1953 or 1954. 


INCREASE IN PUBLIC AND PRIVATE GENERATION 


Mr. Wurrren. What part of this increase is public power and what 
part of it is private power generation ? 

Mr. Fow er. I am not able to give you an answer to that question. 

Mr. Wurrren. Could you supply an approximation in the record ? 

Mr. Fow er. We will, sir. 

(The information is as follows :) 

Of the proposed construction during the years 1952, 1953, and 1954, approxi- 


mately 25 percent will be accomplished by public agencies and 75 percent by 
privately owned utilities. 


CONTROL OF GENERATING EXPANSION 


Mr. Fowter. I might add, sir, that that is not a decision which is 
made by the DPA, but a decision which is left primarily as an operat- 
ing decision to the Defense Electric Power Administration. 

Mr. Wuirren. You do not control the transformers and things of 
that sort, which really are the control factors? 

Mr. Fowter. We allocate, subject to the NPA Electrical Equipment 
Division following the recommendations of the Defense Electric Power 
Administration in scheduling order shipments to the private or public 
power agencies, according to the program which the DEPA has 
worked out. 


}:22 


PERSONNEL 





Mr. Wurrren. Coming to your personnel, your request for next 
year is for a total of 481 positions. What was the total number of 
people you have this year? 

r. Fowrrer. The total permanent positions, total employment as 
of May 31, was 454. The 1952 budget provided for a maximum number 
of positions of 538. The 1953 budget estimate provides for an esti- 
mated employment of 465 as of the Ist of July. It is a maximum 
number of. positions of 481 and an estimated employment at the end 
of the fiscal year of 302, a tapering down of approximately two-fifths. 


USE OF OTHER AGENCIES’ PERSONNEL 


Mr. Wuirren. To what extent do you use the personnel of other 
agencies, Mr. Fowler? Do you actually use the personnel of other 
agencies, or do they jointly pass on these things? 

Mr. Fow er. We are constantly working with those personnel. 
However, rather than borrowing their personnel, we delegate the 
responsibility to the agency, so that it can utilize its own personnel in 
distributing its own responsibilities. 

Particularly in the Office of Program and Requirements and in the 
Office of Resources and Expansion our DPA personnel are in frequent 
contact with the operating personnel in the so-called claimant or 
delegate agencies. 

Mr. Wuirren. When-do you plan to reach your personnel peak ? 

Mr. Fowter. Well, I believe that we are bumping onto our peak 
now. We have a provision so that in the event of any special emer- 
gency we might go up from where we were, 454, to about 480, but 
I do not know where we are today. 

Mr. Asuer. We expect to reach an employment of 466 during the 
first quarter of the year. The number of 481 positions exceeds that 
employment, to assure employment between offices within the agency. 
The peak total is not necessarily the maximum number of positions 
you will have filled during the year. 
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SUPERGRADE POSITIONS 


Mr. Wuirren. How many supergrade positions do you have, and 
how many are filled? 

Mr. Asner. We have 18. 

Mr. Fowtrr. Eighteen are authorized. I do not know how many 
of those are filled. 

Mr. Wurrren. You may supply that. 

Mr. Fowrer. About 12 or 13 are filled. 

(The information is as follows :) 


Schedule of supergrade positions 
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1Includes 3 positions filled on an acting basis (2 serving as “when actually employed” 
and 1 “without compensation” ). 
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PERSONNEL WORKING WITHOUT COMPENSATION 


Mr. Wuirren. How many people do you have who work without 
compensation ? 

Mr. Asner. At the present time we have 34 who are in a consul- 
a mepeety while actually employed, and 25 without compensation 
in ‘ 


Mr. Wuirren. Do you have any difficulty in getting help from 
folks you need, or have you been pleased with that? 

Mr. Fowxer. We have been very fortunate, Mr. Chairman, on that 
score, both in the DPA and more notably in the NPA, where we have 
over 300 without-compensation people, who are the industrial ex- 
perts. I would say we had gotten very excellent cooperation from 
the companies in question. 

Of course, the smaller companies are up against it. They have maybe 
one or two top executives. If you take one away from them, it really 
hurts. We regret it. We should like to have more without-compen- 
sation employees from the smaller concerns, but it is a much greater 
hardship on them than it is on the larger concerns. 

Mr. Wuirren. What is being done with respect to channeling steel 
to most essential users during the present emergency ? 

Mr. Fowxer. Approximately 800,000 tons of steel is being produced 
per month by plants which are not affected by the work stoppage. 
Orders have oo issued prohibiting shipment of any of this produc- 
tion to manufacturers of strictly civilian items, and requiring accept- 
ance of orders carrying direct military end-use identification. Fur- 
thermore, wherever necessary, directive action is being taken to guar- 
antee delivery for such direct military uses. 

Similar orders have been issued with respect to the inventories of 
steel in distributors’ hands. 

Unfortunately, only a very small percentage of steel available from 
these two sources is of the kind of types most urgently needed to 
continue military production. 

An attempt is being made to arrange for the production of certain 
highly critical items needed to maintain military operations in Korea 
by operating a certain few plants. There are serious operational 
problems involved in this plan, but it is hoped that some highly essen- 
tial items may be ie et 

(Discussion off the record.) 


PROGRESS MADE TOWARD GOALS 


Mr. Wuirren. I want you to be sure, Mr. Fowler, to pe a table in 
the record showing, with regard to the major items such as steel and 
other things, the percentage of progress toward your goals. 

Mr. Fowier. What the progress has been ? 

Mr. Wuirren. A table showing progress. 

Mr. Fowter. Yes, sir. : 

(The information requested was supplied to the committee.) 
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CONSIDERATION OF LABOR MARKET IN GRANTING CERTIFICATES OF 
NECESSITY 





Mr. Focarry. Mr. Fowler, on the granting of these certificates of 
necessity, what consideration, if any, do you give to the factor of the 
ticht labor market or the section where they have a tremendous 
amount of unemployment ? 

Mr. Fow er. The consideration is given to the availability of what 
is called an adequate manpower force in the area. If there were 
some temporary tightness, of course, that might be discounted; but 
in general it would be fair to say it is up to the applicant to demon- 
strate in support of his application. And there is a further specific 
section, seetion 15 of the application. He has to submit information 
to show that the placing of the facility in the location identified by 
the application will not create a scramble for manpower with other 
defense needs and other important civilian concerns in that particular 
area. 

If, for example, a plant—or an application says a plant is to be 

laced in a locality where it is identified to us by the Department of 
bor as being a very short labor area; in other words, where there 
is a labor shortage in the area, particularly of the skills and types 
that might be drained off to the installation in question, then that 
consideration is one of the factors considered. I won’t say it is 
always a controlling factor but if there was some other applicant 
available who had all the other prerequisites and who identified his 
plant location in a loose labor area. That applicant would be 
preferred. 

Mr. Focarry. How long has that been in effect ¢ 

Mr. Fowter. Congressman Fogarty, I do not think TI had better 
answer that question. To my knowledge the seetion of the application 
that I have indicated was in the original form of the application. 
With what care and precision it has been enforced, I cannot say be- 
cause I have only been in DPA as an official the last 2 weeks but T 
would be glad to ask Mr. Martin who did not come back this afternoon 
and Mr. King who preceded him in that post in September 1951. The 
man responsible prior to that has left the agency in the meantime so 
our knowledge is within the group presently available and that goes 
back to 1951. 

Mr. Foearry. We have many areas in the country where there is a 
tight labor market and there have been certificates of necessity in the 
past. 

Mr. Fow er. I am sure they have. 

Mr. Focarry. And you knew the market was very tight. 

Mr. Fowter. I am sure that is right. ‘ 

Mr. Focarry. I was always under the impression it. was the policy 
of the administration to put in any expansion where they would have 
the available labor. 

Mr. Fow ter. It would be, sir. We would have to take the specific 
case and examine the other factors that would be taken into account. 
For example, let us say it was a case of two applicants, one a large 
company with a predominant position in the industry and which 
wanted to build in a loose labor market. And against that was a ‘small 
firm with a modest position in the industry that wanted to locate its 
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plant in a labor market that was much tighter. There we would have 
a conflict between two criteria. 

So, making these decisions is very often a balancing of the pluses 
and minuses. Their certificates have been granted for locations in 
what I would call tight labor markets. What the countervailing in- 
structions were would depend on each case. 

Mr. Foaarty. It is my impression that because of some of these 
mistakes in the last World War of placing these facilities in the tight 
labor markets where they had to import labor from another area, the 
cost to the Federal Government was a tremendous amount. We ap- 
propriated money for schools and water systems and housing and 
everything else. I thought when this emergency came upon us that 
it was the over-all planning that they would make some considered 
attempt to bring the work to the workers and not the workers to the 
work as happened in the last World War. 

Wha part does your agency play in any plan like that? 


CONSIDERATIONS IN LOCATING INDUSTRY 


Mr. Fowter. We play this part that in the DPA we review the ap- 
plications on the basis that I have indicated. We, however, are not 
responsible for the provision of housing and community facilities as 
a result of the defense program. 

Mr, Focarry. I know that. 

Mr. Fow ter. That is the responsibility of the Housing and Home 
Agency. 

‘Mr. Focarry. That is the aftermath of what happened originally. 
That is what comes because of these situations I have mentioned. 

Mr. Fowrer. We do play one other part in this picture and that is in 
the Office of the Deputy Administrator for Production. There is an 
advisory committee on defense areas and one of the DPA employees 
is chairman of that advisory committee on defense areas and serving 
on that committee are representations of the various agencies who have 
some knowledge about the deficit of housing and community prob- 
lems that would be created. And as a given community seems to 
present a problem that requires some extraordinary aid in the field 
of housing or community facilities, the application may come from 
public officials from the area in question. It may come from one of 
the services or from the Atomic Energy Commission if it is going to 
locate industries at this point and they will create a problem. This 
committee then determines whether that area in question, because 
of the additional load the defense will place on the area, ought to be 
declared a defense area and, hence, become eligible for the types of 
special aid which Congress has provided for in legislation such as 
emergency housing and aid for community facilities. To that extent 
we participate in the determination of what are the eligible areas 
for this special committee. 

Mr. Focarry. Let us not get up the wrong track. Either you mis- 
understood my question ont am misunderstanding you. I have no 
concern about the housing and community facilities at this point. 
That comes after the expansion of what has taken place and what 
costs us the money. My point is, What part does your agency play in 
this over-all plan of bringing the work to the workers ? 
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Mr. Fowter. Well, I would say we play a minor part for two rea- 
sons. No. 1, where there is a Defense Department establishment, an 
air base, or an arsenal or a warehouse or a depot, or some facility of 
that character; or an atomic energy plant like the Savannah River 
installation, or the determination of the location is largely the concern 
of the Department of Defense of the particular service involved or the 
Atomic Energy Commission. 

We went along on that at Mr. Wilson’s direction around the first 
of the year. He asked us to sit in on the Facilities Review Board in 
the DPA which is now set up and has been working in the Office 
of Production. It was the function of that Review Board to review 
the proposed location of all new military plants and to determine 
whether or not some existing facility elsewhere that would not have 
to be constructed new could be converted to serve the particular purpose 
of the Department. 

We had a number of cases develop last fall—I should say a few cases. 
They were glaring examples where the military departments had 
gone out and built a tank plant or some other type of facility, brand 
new, in a new location when there was an existing facility that could 
have been converted elsewhere or a private company that has an 
idle plant which would be converted to serve the same purpose. 

So, it was Mr. Wilson’s purpose to have a full review of these plant 
locations by the Defense Boceseenea: in the DPA. That Board has 
been functioning since about January and has approved or disap- 
proved of a number of the new military installations that have been 
proposed during this year. 

I would be frank to say that prior to that Board, the functioning 
of that Board with the location was largely due to other factors than 
the result you have mentioned, namely, strategic factor—whether it 
was safely located—and other factors that entered into the particu- 
lar service in question. 

Now, when I come to installations being built by private concerns, 
which is normally the tax amortization type of operation, as I indi- 
cated this morning we are quite limited in what we can say to the pri- 
vate company who says, “I want to build a plant that will be fit 
for use in the defense program. I have decided on such and such a 
place in State X.” If the applicant can demonstrate to us that ade- 
quate manpower is available at that location and that it is not going 
to place any undue burden on the housing facilities of the Federal 
Government and that it is not so closely adjacent to other key facili- 
ties that there is an important dispersal question there, then we can- 
not veto the choice of the applicant as to where he goes. 

If on the other hand he is in a bad location from the standpoint of 
manpower, we will say, “We will not approve the plant at that par- 
ticular location.” We cannot direct him and say, “You place it here 
or here.” He has the rest of the country to choose from to satisfy our 
particular requirements. So, it is a very limited veto. 

Mr. Focarry. The reason I am asking these questions is just this: 
I remember an area in the New England part of the country—Rhode 
Island—and we have an employment problem in Rhode Island, more 
of it than in any other State in the int It is not temporary. It 
has been that way since 1949 and it seems to me in the over-all plan- 
ning in this emergency that the original plan was to bring work to 
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the worker and to locate some of these industries where there was an 
available supply of skilled and semiskilled mechanics which we have 
there because of this eme y. Before the emergency happened, 
we had a large textile area there and because of the allocation of cop- 
per, aluminum, and steel our next largest industry which is jewelry 
is practically over because of the emergency. 

Mr. Fowter. I do not want to interrupt you but I did not agree 
that it is practically over because of the emergency. There has been 
a market condition. 

Mr. Foearry. That is right. There was not any market condition 
when this thing went over. It was because of the allocation of scarce 
materials. That is when it started. The market had nothing to do 
with it. 

Mr. Fowxer. That is correct. 

Mr. Foaarry. There is a market condition there now. 

Mr. Fowuer. In the meantime, I am peeing of the last re since 
September. There have been definite efforts on the part of the NPA 
and DPA to ponnein additional amounts of copper for the distressed 
costume jewelry trade area. 

It has been definitely identified as one area to which special con- 
sideration is to be given. 


USE OF UNESSENTIAL FACILITIES IN THE DEFENSE PROGRAM 


Mr. Fogarty. But the point I am also trying to make is that be- 
cause of the scarcity of material and now because of both scarcity of 
material and lack of market the industry is suffering. When that 
happened during the last war, many plants did defense work, but that 
has not happened this time. 

Mr. Fow er. I think your statement is correct and it is not a part 
of the record of the mobilization agencies as a whole of which they 
can have any pride. I think a better job could have been done in an 
area like Providence or where there was a lot of skilled manpower 
available. 

This matter was brought to our attention last fall by the call from 
you. I cannot place the date exactly, but it was by a delegation from 
Rhode Island, the Governor and I think your staff people and men 
from the various industries came down and pointed out to us that the 
proposed level of allocation for the costume jewelry would be 10 per- 
cent of its base period use of copper and that would be a slow starva- 
tion process. 

They also pointed out to us the location of various idle facilities 
that might be utilized in the defense program. Mr. Fleischmann at 
that time directed what was called the Distress Areas Task Force 
headed by an industrialist, from the Sperry Gyroscope Co., who was 
familiar with the techniques. He had just completed a survey of the 
Detroit area and then ran up to the Providence area to consult with 
them, whether there might be prime contracts calling for the develop- 
ment of new facilities. He was also familiar with subcontracting 
situations. That man got up there but the results were disappointing 
insofar as the identification of facilities that could be tied in by one 
of the services to a prime contractual responsibility to that particular 
service, 
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As a matter of fact, it was so disappointing that we gave up the 
notion of meeting the problem in that area by the location of prime 
contracts by the services in that area. Some of it was done but it was 
not going to be enough. As a result, we determined that special relief 
wok be given to the phere of costume jewelry to enable them to 
get up to 30 percent of the base period supply that it had used prior 
to Korea. We have been criticized very sharply for using those scarce 
materials to save a so-called nonessential industry. But regardless of 
the criticism I believe it was the right thing to do because Congress 
told us in this act that we want you to get hardships minimized in the 
diversion of materials to the extent consistent with the defense needs. 

It was Mr. Fleischmann’s view and my view that it should be an 
increase from 10 to 35 percent for all companies in that industry, 
and that that was a justifiable increase in view of the special condi- 
tions that existed in that area which were in part due to the impact 
of the defense program, namely, withdrawing copper from civilian 
industry for ammunition and other programs. 

Since then I have had one of my special assistants devoting special 
attention to small business hardship cases in that area. Several of 
the larger companies because of the market condition and their skill 
and adaptability in using substitute materials can get along and are 
producing as much as they are selling. But some smaller men are 
given special individual relief because they could not live under 
that quota. 


DEFENSE PROCUREMENT RESPONSIBILITY OF DEPARTMENT OF DEFENSE 


I do not want to disclaim responsibility on the contractual end, 
but you will understand the DPA and NPA can only coordinate 
the services and point out these areas. We have no power to let 
military contracts ourselves or direct a military contract into a certain 
location. 

Mr. Forearry. Who has that power? 

Mr. Fowter. That is the direct responsibility of the Secretary of 
Defense and through him the war services. Now, the Secretary of 
Defense looks to the Chairman of the Munitions Board to direct 
and supervise the broad procurement policies with the services which 
they are required to follow. The Office of Defense Mobilization has 
also set up a Surplus Areas Manpower Committee, with which I think 
you are familiar. Mr. Wilson set that up under Mr. Arthur Fleming. 
That Surplus Manpower Committee identifies areas which ought to 
get special consideration in view of the manpower situation, and then 
issues directives to the Munitions Board and to the services. We 
have a representative on that committee. The DPA and NPA are 
not the controlling factors. 

Mr. Focarry. Apparently, since the setting up of that Committee 
ny age not been able to accomplish much in areas like those I 
speak of. 

Pr, Fowter. I am afraid you are right. 
Mr. Fogarty. What would you think could be done? 


Mr. Fowter. I would much prefer you address that question to 
the services. It is beyond me. 
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Mr. Foearry. In my experience one does not get rey far with the 
Army or the Air Force people. They get all the money they want from 

Congress and apparently do what they want with it when they get 

it the 12 years I have been here the only time that I ever saw 

anything done contrary to that was when the Small War Plants Cor- 

poration was set up by Congress in the last war and they had a re- 

volving fund where they could take a contract when they could not 

get cooperation from people who were giving out these contracts and 

they took contracts on their own and subcontracted them. ; 

? think that power exists in the Small Defense Plants Adminis- 
tration but they do not have the revolving fund as yet. They did not 
get it in the supplementary bill. They asked for $5 million this year. 
They did it in the last war. 

Mr. Fowter. I remember that. 

Mr. Fogarty. The Small Defense Plant Administration had its part 
in the revolving fund. 

Mr. Fow.er. I would agree that would certainly provide a much 
needed auxiliary to meet situations of this sort. On the other hand 
let me say this: It is a lot harder to relieve an area unemployment 
problem by a number of small contracts than it is if you could find 
some large installation in the area and some major ship-repair facility. 

Mr. Fogarty. I agree with you. 

Mr. Fowter. Or some facility of that sort that could readily put to 
work 2,000 people. 

Mr. Fogarty. I agree with you. 

I think that could have been done if someone had tried to do it. 
But I have not known anyone that had a Government-built shipyard 
during the last war. It is 9 years old and this building is laying idle 
there and thousands of unemployed people are drawing unemploy- 
ment compensation as skilled mechanics. And here we have the $85 
million going into Hartford where we have a tight labor market. It 
does not seem to me that the responsible people are trying to do a job 
in that respect. 

Mr. Fowtrr. I would like to examine the report of this area task 
force that we sent up there to speak to Mr. McComb. I was then only 
NPA Administrator and not DPA Administrator and he was my 
representative on that task force and we could see if the possibilities 
could be reviewed there. It is beyond my left hook to direct that a 
contract be placed. 

Mr. Fogarty. I know. I am looking for information that would 
offer a solution. I not only ask you but everyone I meet. If a 
larger contract could not be put in there these small subcontracts 
would be very helpful but it is very difficult to get the Defense people 
to break down these small contracts. They have several specific ex- 
amples. I do not want to burden the record with it or you with it at 
the present time. I am sure it could have been done if the Small 
Defense Plants Administration had done what they were asked for. 

Mr. Fowter. Well, I know that we had a series of clinics—NPA 
and DPA—sensing this problem. We provided for a series of 13 
clinics throughout the country to which invitations were extended to 
each company, small and large. That was in these so-called less 
essential industry areas and we got to these individual meetings the 
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representatives of each service in the area and also the principal 
prime contractors in the area. Each fellow was given a personal inter. 


view. This took place in New York City and in a number of other 


areas. I think Providence was one on the list. 

Mr. Focarry. We had a clinic there. 

Mr. Fowter. And in the final analysis the success or failure of such 
a bringing together of the less essential civilian product manufac- 
turers and the services of the prime contractors depends upon what 
business they have to offer. Unfortunately, they were held just about 
the time of the so-called stretch-out when the appetites of the services 
had been sharpened down by reason of the President’s budget calling 
for a leveling off of the appropriations rather than a sharp ascend- 
ing scale. However, out of those 13 clinics experience we found that 
out of the 3,000 individual companies invited to attend, because we 
knew they were in the field of those affected by the shortage of material, 
over 1,000 did come and come with plans of what bind of tools and 
facilities they had. Out of that 1,000 that came, subsequently con- 
tracts were let to only a fraction—200 or 300—I have forgotten the 
exact number. So, the net return on efforts of this sort are we did 
get military contracts and subcontracts let to a fraction of them. It 
was not too encouraging. I think it was still well worth while. It 
was not the kind of response we h for and I think the reason was 
that the services were shortening their sights at that time. 

Mr. Fogarty. Thank you very much, Mr. Fowler. 
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H. B. McCOY, DIRECTOR, OFFICE OF INDUSTRY AND COMMERCE 
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SALARIES AND Expenses, Derense Propucrion Activites 





Amounts available for obligation 






























































= | 
1951 actual | 1062 estimate | 1953 estimate 
1 } 
appropriation or entimate... 22.5... se nnn2n2---2e--aaJennsns-noneeo- | $41,837,500 $35, 000, 000 
ha aw mga hn to Public Law 253 from: : 
“Export control, Bureau of Foreign and Domestic Com- I 
Matnsenance ai d operation of public airparts, Tertiary | cekhis) scanamemenaes 
+ mance and operation of public s, Territory 
of Alaska, Civil Aeronautics Administration”. _..._...__!......_-..___- | ka 
“Salaries and expenses, Bureau of the Oengus” SEEDERS Sk At ee i  , URRSeSRgeange 
aserred to expenses, maritime activities”. _.........__. eanecese-cneee| aS 
= expenses, Defense Production Administra- 
Paete Ly va yan Chee ER OEE Sea) aR fits... 
halaties and expenses, Small Defense Plants Administra- | 
tion,”’ pursuant to Public Law 774, amended Sembee —80, 150 |..-..-.----.--. 
priation or estimate. _._-....._..._.-.-_- Se ciacseanisitade | 41,654, 960 35, 000, 000 
3 aetuientt hen oe CS ee eee pane Pe Bie a bona 
: Total available for obligation... ____._._...-.-..--.--...|--.--..-------| 41, 679,960 | 35, 000, 000 
: Unobligated balance, estimated savings.._................---- SRE Rt as pear —1, 880, 960 |...-.......-.. 
@ ‘ Obl tions incurred “i igennnnnn === no acne ar eee 39, 799, 000 35, 000, 000 
% omparative transfer from ‘“‘ xpenses of defense uetion, | 
> Executive Office of the President”. 2... 2.222... Bo es ee ee Tee 
. ee ee 2 SEMIS Sy SOS EERO aE | 15,354,558 | 39,799,000 | 35, 000, 000 
: Obligations by activities 
: Description i. 1951 actual | 1952 estimate | 1953 estimate 
ta oe eS eigen: SIS 2 SS ee Oe ae Te ee elienabea aa — stdin Bisita a 
lL. National Production Anthesits.. ron REE Sibi pete __| $11, 989,623 | $30, 411, 000 $26, 900, 000 
2. Office of Field Service. : | 2,869, 861 8, 350, 000 7, 150, 000 
3. Office of the Secretary j 284, 510 , 478, 000 374, 000 
4. Industry Evaluation Board. | 32, 660 | 172, 000 231, 000 
5. Offiee of International Trade _ - 160, 996 | 214, 000 185, 000 
6. Office of Transportation. __ | 16, 908 | 120, 060 100, 000 
7. Office of Industry and Commerce { ; 39, 000 60, 000 
8. Office of Business Economics 15, 000 gl ca ed 
Total obligations ; 15, 354, 558 | 39, 799, 000 35, 000, 000 
Obligations by objects 
Ohne classification | 1952actual | 1952 estimate | 1953 estimate 
| 
ON : LPR oe toe MD Oe = x meee 
4 ALLOTMENT TO NATIONAL PRODICTION AUTHORITY | 
Total number of permanent positions sinebaebens | 4, 186 4, 926 4, 08 
Full-time equivalent of all other positions } 21 31 20 
TA- j Average number of all employees } 1,344 4, 534 3, 890 
. }== —— STS ae a ES 
Average salaries and grades: 
OR General schedule grades: } 
Average salary owt $4,799 | $5, 433 $5, 467 
Average grade GS-7.6 | GS-7.9 GS-8.0 
RD OL Personal services: wey RS r 
y Permanent positions. .___- Pee pepe $6, 384,802 $23, 991, 000 $21, 350, 000 
Part-time and temporary positions... _- beckGs ats 194, 614 310, 000 200, 000 
Regular pay in excess of 52-week base ___- sheds ed ae 88, 000 69, 000 
Payment above basic rates. -| 131, 815 | 218, 000 181, 000 
Payments to other agencies for reimbursable details 23, 938 | ee ee wee pe 
Total personal services. | 6,735,170 | 24, 622, 000 21, 800, 000 
e i'ravel eatin oe eee } 419, 600 art eer 
( “Transportation t gs pee 6,981 | 
04 Communication services ee PNT geo 276, 294 | 750, 000 606, 000 
05 Rents and utility services_........-.- 14, 249 62, 000 63, 000 
06 Printing and reproduction... ____. : : } 712, 418 | 948, 000 767, 000 
0? Other contractual services ____- peaceanacs 229 | 343, 000 252, 000 
Services performed hy other agencics.. Re. -| 922, 000 | 2, 141, 000 1, 950, 000 
08 Supplies and materials... __- 450, 909 | 215, 000 | 175, 000 
OP DY ee 2, 172,929 | 204, 000 | 30, 000 
13 Refunds, awards, and indemnities 162 | , 000 j.... Se 
15 ‘Taxes and assessments. _- 34, 682 | 130, 000 | 129, 000 
UE WHI oo osc cc nncnsecesacoust 11, 989, 623 | 30,411,000 | — 26, 900, 000 
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Obligations by objects—Continued 


















































Object classification 1951 actual | 1952 estimate | 1953 estimate 
ALLOTMENT TO OFFICE OF FIELD SERVICE . 
Total number of permanent positions....................--.-- 1,340 1, 600 1,360 
Full-time equivalent of all : Pink cciecan a acminé anne mein Mailed wee "2 
Average number of all emplo: nob Likeciidivewoubpenh guapapies ts 399 1,422 1,179 
Average salaries and grades: 
General schedule grades: 
Average salary ____- oe ER RANE TRIAS OR NEE $4,353 $5, 152 $5, 245 
Average grade. __- Spee cane atbatokee rodent bag GS-7.3 GS-8.0 GS-8.0 
01 Personal services: 
TSN EN ENS SEAT RATT AO $1, 715, 247 $7, 081, 000 $5, 996, 200 
Part-time and temporary positions. __.........._- ntingt Seeeieienis debian 15, 000 30, 000 
Regular pay in excess of 52-week base ____-_-.-- weeenqelprmcdedGuaipiane ttalbek 27, 200 23, 000 
BR mI SOI cn cs cocoa ercrevinim ers Bans ames ibaa 18, 800 18, 800 
i "Tatel mormeel Serves. os cc ey 1, 715, 247 7, 142, 000 6, 068, 000 
Ne ee in peipibvinieasceerelbnian 270, 426 500, 000 465, 000 
03 - Transportation of things... ......-.......-...-.....--....- 10, 516 30, 000 28, 000 
04- Communication services..............-.-.---------------- a 442, 000 400, 000 
05 Rents and utility services..................-.-.-.-.----.-- 1,000 1,000 
06 Printing and reproduction ...............--.-------------. 11, 533 20, 000 15, 000 
OF Sarr ION PEN TAOND oo oi no nr rcerccenecewins 17, 866 35, 000 30, 000 
08° Supplies and materials 277 90, 000 80, 000 
09 Equipment____..........- 519, 347 30, 000 8, 000 
15 Taxes and assessments 17, 134 60, 000 55, 000 
nen GNNIN Se So er eects 2, 869, 861 8, 350, 000 7, 150, 000 
ALLOTMENT TO OFFICE OF THE SECRETARY 
Total number of permanent positions._...__..._........_.... 190 143 120 
Average number of all employees-_--._..........-.-....-.--.--- 87 ng 92 
Average salaries and grades: 
General schedule grades: 
pone tf $3, 109 $3, 768 $3, 912 
GS-4.2 GS8-5.1 GS8-5.3 
313 $2, Mii 
vnckterate ERE See PRR aioe CPC-3.0 CPC-3.0 CPC-3.0 
J tions: 
EESTI i it SIRS Me STOTT i SRR etl A SiR eacibae sean 
01 Personal services: 
ES ES TEIN I TE RGA a RAT GEN $243, 064 $444, 200 $353, 800 
Part-time and temporary positions...___...._......._- 100 1, 000 2, 000 
Regular pay in excess of 52-week base.............-.-.|.........-..-. 1, 800 1, 200 
Payment above basic rates..................-.---..--- 14, 323 6, 000 5, 000 
Payments to other agencies for reimbursable details__- tk ERE AR MER Re eae aes 
eee PUNNNNN OIE VIONG 5. soe sn sec 258, 101 453, 000 362, 000 
ais es Dalit Sonn ca nncbnmeticcinenskdecdnd 565 1, 000 500 
@ Transportation of things... ............ 2.2.2.2... 152 RE iain eiinienhie's 
04 Communication services._..............-.--.-.-....--- aie 706 750 500 
06 Printing and reproduction.-_-_...............-.-_.-....- Se 431 12, 000 3, 000 
07 a SE Ta ELS 4, 461 3, 700 1, 500 
08 erg og Oo al 1, 292 4, 500 4, 000 
09 Ea EE angst baids anced atilnsacessuckinnsae ws 17, 648 1,000 500 
15 Raent OS eee 1,154 2, 000 2, 000 
IEG wacbbds. candoscskcded~cucuccesunsuce 284, 510 478, 000 374, 000 
ALLOTMENT TO INDUSTRY EVALUATION BOARD 
Total number of permanent positions... .-_.....___._..______. i) 27 27 
Full-time equivalent of all other positions__________. saentiaes « oapilins chaplain ie 1 1 
Average number of all employees........__.-.-...-.-.---.-.-- 3 22 
Average salaries and grades 
General schedule grades 
RIE 2 7S ee $6, 814 iw $6, 604 
RR ERE <a Sp GS-10.8 GS-9.5 GS-9.5 
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Obligations by objects—Continued 


















































































Object classification 1951 actual | 1952 estimate} 1953 estimate 
ALLOTMENT TO INDUSTRY EVALUATION BOARD—con, 
01 Personal services: 
OUTED TOUUNNOUNE ino ioe i Sb Scene sie wacacnces ok $18, 105 $132, 000 $178, 310 
Part-time and temporary positions....................}....-.-.------ 6, 560 12, 000 
Regular pay in excess of 52-week base._..-........-...|....---.------ 680 680 
Payment above basic rates__.................-.--...-- FO Bosc ncy ee ine Gats 
Payments to other agencies for reimbursable details___|__......._.__- 760 4,010 
Total personal serviees.......... 2.2... 222-22. - 2s 18, 115 140. 000 195, 000 
eR EE ea eer aera eae ree 1, 043 4, 200 8, 000 
04 Communication services._....................-.------..-- 347 3, 000 3, 700 
06 Printing and Serenetes EEA, SRT See 39 3, 000 6, 000 
07 Other contractual services. ............-....-.....-.-...- ‘ 260 | 500 500 
Services Serlormaa ro ESS Ee ee Cee eae: 14, 600 9, 900 
ERE SS EES ney ies 493 2, 800 4, 300 
i oN acne n dh oiemusipocensdeneae 12, 306 3, 500 3, 000 
ne * GER SG eae eee ete 57 400 600 
RIE Sarit Sai SN Rae eat San 32, 660 | 172, 000 | 231, 000 
| 
ALLOTMENT TO OFFICE OF INTERNATIONAL TRADE | 
Total number of permanent positions__-............--.-...--- 63 | 45 | 45 
Average number of all employees...............------------ 3 29 | 43 | 37 
Average salaries and grades: j 
General schedule mesa 
PIII il de G est dba ccocapeadhvoes een $4, 355 $4, 707 $4, 817 
IN boc i Td nb ds neds iakiagunncacreupece GS-6.8 GS-6.8 | GS-68 
01 Personal services: | | 
i ESI er: REL eee ae eee $124, 702 | $200, 665 $174, 872 
Regular pay in excess of 52-week base--_-- ie PIERRE. BAe SEAS ORE 815 433 
Payment above basic rates..............-..-.--------- 53 |. paee “vee ae 
‘Totes cecal eorvieds. 2s... on coe 124, 755 | 201, 480 | 175, 305 
is ied Dita in eA ab adn onikmw ew nndenmpessaneewinmatiwnon asta 5, 000 3, 000 
8 Commmainioatim servions.. 2... ..-..-....-..-.----- 5-5 903 | 3, 000 2, 500 
OS Deming ane teproduetiemiss. oi. 5 anes 404 | 1,000 1, 000 
07 Other contractual services........................-.-...-- 241 1,000 1,000 
Services performed by other agencies._..............-- | 337 600 | 600 
08 Supplies and materials 679 | 1, 470 | 1, 295 
09 Equipment_.........._- 33, 396 | ees 
15 Taxes and assessments.................-..-.-. BOS SEF 2381 | 400 300 
Total obligations......... bibnidgin wwibsicuitalecahaae we 160, 996 214, 000 | | 185, 000 
| | 
ALLOTMENT TO OFFICE OF TRANSPORTATION 
Total’number of permanent positions...................-.-- sa 4 16 | 15 
Full-time equivalent of other positions........... .........-.. 1} 2 | 2 
Average number of all employees-.-..........---.-------- aa 1 | 14 | 12 
Average salaries and grades: 
General schedule grades: | | 
OT acne peo cat hide nckasbane sdpeccntcasesa Dideka oeub acres $6, 163 bee 
i RRS 1? a Rees Ele Pec eepene, srUlpa 7 Fhe pa | GS-0.6 GS-9.9 
01 Personal services: 
REESE Se nae $691 $63, 445 $54, 520 
Part-time and temporary positions__- 4, 953 19, 225 20, 280 
Regular pay in excess of 52-week base_...._.........-- Ere See om 330 200 
Total personal services......-.--..------------------ 5, 644 | 83, 000 75, 000 
02 Travel. She Mice radkn atishenanahbibiigcclngnetinia tin doioienaaicee 5, 971 26, 000 17, 000 
Pe SORA NVA EOS ER TERS LE A SRE ND RAE RS 1,300 1, 000 
De eee cucemcoontdeasntancecapis 1, 200 1,000 
Ne ee ee ene eee ae Eee ee REN BORER aS mt | 2, 000 2, 000 
Hie ee. | RE CE a eee Pee -| 4,100 3, 000 
Be arises gues ad ine arcannn sea pivin a oneamnislicccacen 5, 293 | 2, 400 1,000 
BR Pe CAS ee AR ee eo Re 16, 908 120, 000 | 100, 000 
ALLOTMENT TO OFFICE OF INDUSTRY AND COMMERCE | 
rom number of permanent iba RAR Sai ae BS | 6 | 12 
Full-time equivalent of all ot er positions......... ee Sen a | Saree a 
Average number of all employees. -..-..........--..-.- “ “| 4 | 7 
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Obligations by objects—Continued 





























































































Object classification 1951 actual | 1952 estimate | 1953 estimate 
ALLOTMENT TO OFFICE OF INDUSTRY AND COMMERCE—CON. 
Average salaries and grades 
| ARs recs Tees $6, 682 $5, 515 
II feo oo ccccc chews soc 2 cco 5Sn a ee eee GS-10.2 GS-8.3 
01 Personal services: 
Permanent positions ___. 52S die mapa Gastar a $18, 735 $40, 400 
Part-time and temporary itions .___ 4, 425 3, 880 
Regular pay in excess of 52-week base _ 140 220 
Total personal services 23, 300 44, 500 
| Ba sea: 6, 200 7, 200 
es.” CORNNNE MONWIODE 5 2. ss ee ce ca ee 200 300 
06 Printing and reproduction __ 7, 400 7, 200 
07 Other contractual services - - 400 200 
08 Supplies and materials... 700 600 
09 Equipment......___. 800 3 
Total obligations... .. REE aX? 39, 000 60, 000 
ALLOTMENT TO OFFICE OF RUSINESS ECONOMICS 
ie  Permatas Oe TE. ge ccc ccc RS $15, 000 |_..--..-.----. 
SUMMARY 
Total number of permanent “eeaganrer eh 7 Py ENO ae ENE SERIES 5, 792 6, 740 5, 782 
Full-time equivalent of all other positions .................... 22 36 25 
Average number of all employees. .___.........-.---. 222-2... 1, 863 6, 131 5, 245 
Average salaries and grades: 
General schedule grades: 
is ca wnsccaeccuuannnae $4, 741 $5, $5, 386 
es os. ew acecesecnne A G8-7.4 Gs-7.9 GS8-8.0 
Crafts, oruteaiee, and custodial grades 
Average |RSS Saas ea J $2, 313 $2, $2, 854 
verage grade___.... _..- <i CPC-3.0 CPC-3.0 CPC-3.0 
Ungraded positions 
I ic di da cinkenhs wcoknaeuanekice OR BAe eso a ie ied. 
61 Personal services: 
Permanent positions _- 5 SEY ORS $8, 486,611 | $31, 931,045 $28, 148, 102 
Part-time and temporary positions. ES ey 199, 667 356, 210 268, 160 
Regular pay in excess of 52-week base _..___...._.....|....---..-..- 118, 965 94, 733 
Payment above basic rates --| 146, 201 242, 800 204, 800 
Payment to other agencies for reimbursable details } 24, 553 15, 760 4,010 
Total personal services | 8,857,032 | 32,664,780 | 28, 719, 805 
On Die ee | 697, 605 1, 532, 400 1, 533, 700 
03 Transportation of things 17, 649 35, 050 33, 000 
04 Communication services. . | 486, 096 1, 200, 250 1, 104, 000 
05 Rents and utility services. | 16, 918 63, 000 64, 000 
06 Printing and reproduction 724, 825 1, 007, 600 800, 200 
07 Other contractual services ; 267, 057 385, 600 287, 200 
Services performed by other agencies } 922. 337 2, 156, 200 1, 960, 500 
08 Supplies and materials. _- 550, 650 318, 570 268, 195 
09 Equipment..__. | 2,760,919 241, 750 42, 500 
13 Refunds, awards, and d indemnities | 162 oD ee 
15 Taxes and assessmen 53, 308 192, 800 186, 900 
Total obligations..._....._... _.| 15,354,558 | 39,799,000 | 35, 000, 000 
Analysis of expenditures 
1951 actual | 1952 estimate | 1953 estimate 
Unliquidated obligations, start of year_. atellhieciniate, Leinheeinaie $3, 016, 000 
Obligations incurred during the year_._...._.....---- fee eee $39, 799, 000 , 000, 
S cntiic ej asenaiee 39, 799, 000 38, 016, 000 
Deduct: | 
Reimbursable obligations. - Er roe mS - ME 1.3 onus caidas 
Unliquidated obligations, end of yer subs scewt ge eee 3, 016, 000 2, 610, 000 
Total expenditures... ms ns | S ...| 36,758,000 35, 406, 000 
Expenditures are distributed as follows: aes 
Out of current authorizations. __......._____- Sige a Bi | 36, 758, 000 32, 434, 000 
Out of prior authorizations........._...._.._-- rl Aa ayn pal GM 2, 972, 000 











un 

I 
bee 
oe 


fe 











—_ 
iS 
d 
™ 
"= 
3 
~ 
8 
x 
Xs 
° 
- 
gy 
s 
g 
. 
3 
ne 
: 
s 

q 
€ 


= wer Kk Tes pre 








135 





“-""| 000 ‘ez | beanie: 
01 | 000 “GZ | 3 




















. |, an oe Pec RRS es oe 
i a ig USF ‘T0Z tt SF ab 
wheat ee ““| 000 ZST persayes ecr's ie 5 : 





000 ‘FLE 


—— oe ESS 
806 ‘91 . ¥ 


ae: = SS SS oT 
| 966 ‘OOT cee 


1hZ ‘Ov ai 


GGL ‘Fal 86 | ¢9 
009 “Ze |" 








000 ‘82% werba 


“""") O19 ‘P8c 





“"""|) 000 ‘21 
O00 “ZOE 

















006 ‘OOT “3 
000 ‘008 ‘1Z$ 





Jequinu 
a3u 
-IGAV 


j 
e961 
gunoury | 


peyweul 


suonts 
-od Jo 
Jequinu 
unui 
axe 











OFBVUITISA EL6T 





G00 ‘Sz 
000 ‘E34 








000 ‘682 ‘¢ 
000 ‘229 ‘bz$ 





¢ 





026 + 








| | 

Jequinu 
a2 

| IIAV 


Jequinu | 








suojts | 
-od Jo 
es61 
umur 


“xe *queul 





| 0yBUI}S9 Z961 


| -Aojdmgy 
} 


| 
| 


‘Tg AVIV 


60 ‘92, Beet deccitad 
IOT ‘Sez 


000 ‘08S ‘s eh ite Tus ‘698 “ & 

000 ‘802 “T Pca aS otal : F19 “FST “T pet Bess a 
000 ‘ZF1 ‘2 GCF? 009 “I bet ‘I Lt2 ‘SIL ‘T 668 Ore ‘T 
000 ‘Tib ‘Of ape eigaae $2.9 ‘686 ‘TT “e j 


Lor “$SZ ‘C 


CLI ‘SEL “os 





-od jo 


Jequinu 
uinur 
“xe 


[eno T1961 | 


dequinu 
on 


| 
| 
| 4unowy 
“OAV 





“Ups: 
| 
| 


LEGIT pun eg6] S4vah poosy ‘suor1nb1jqQ0 fo hanmungy 





iC Rghes 
Sed capes 2M 


Een 





suols | 


~~" [BIOL 


~-="-="sq90fqo 10q10 
~-*"SOOTAIOS [BUOSIO 
UOTIVIOdSUBLL, JO MIO 


Teer’ PRIOL 
Spefyo iio 
$00]. \Ja8 [RUOSIOg 
‘Opes, [RUOTCUIEI UT JO WIPO 


T8}OL 


rere “= "=" S700FGO JIYIO 


~-"=""="SOOTAIOS [BUOSIOg 
ipurog uotenTeag AuysnpuT 


~"TRIOL 


. $09{[GO WHO 
~" SOOLAJOS [BU0S19 J 
7 £2R7O.1D9E OUI JO DIO 


[PIO 


— swelyo 1TIO 
~“$d0] AJeS [BUOSIO,] 
{WOTAIAS Pag JO —WO 


“* [CIOL 


spofyo YO 
SYOTAIDS [VUOS10] 


:AWOYINY Uolonpoig peuOTEN 


SPANO 








C8 ee oe ee 6 Ae ee ee ee oe ee oe ee ees 


7s. ee ee ee. = = 














Cea eonigas, agama, sce mares seg ‘$oe ‘ST |----- ---|- apna SPE Bde aa apy tee 


SET ee roe ~"7==""=--s999fqo 10010 
£98 ‘T | wel‘ | worm m a=" "===" SOTA IOS [BUOSIO 
:AreuuIng 


---s-eee| gggtgon'ge [--202-20-[--2----- [nee | 000 ‘sez ‘se 


Sent A S6I ‘O8z ‘9 pptalenag les crnenicnes => 9") gees tf I Nine Pca ae eee 
| 
| 
| 
| 


136 
} 
| 











ZRL‘¢ | 49 ‘g 08z $99 ‘Ze ssi‘9 | $92‘9 888 ‘¢ z£0 ‘298 8 


SSO oa—=E=E—— SS. Cae OOS OOOO ee O OOO SS. _ SSS SS Oa SS OES Saas OSS OO 
Dcncekaladamuenesh=s x pe! ~-|--=-=-==-1 999 ‘oT | oe meecaneneelunaveennecanan[enenwananlacnaa= ns $00[Go J0yIO :soywIOUON ssouTsNg Jo oO 
omy : 000 ‘6g ee aie ky, Ebamees eee ene ee |e a a eee er 








recren~S| Cle et egboes <3, Cala ataaae! he tale oe 002 ‘ST pascray ae pibicaios aka cr pianist Gewoay sotliaaiss iapeatubacs: I “roan s"="=""""-ganafag IUIO 
9 009 “bF Z él 9 00€ “ez |? 19 ¢ nist art aasgents, Np aaaE, whit ae Sa Ee Ke “""""SO0TAIOS [BUOSIO 
| :O1IUUIOQ pus AINSNpUyT Jo <ByO 
| 





suolqzsS suo}zIS suorqIs 
£961 aequinu | -od jo ZS61 } Jequinu | -od jo aequinu | -od jo 
‘og oun qunoury 9308 doequinu | ‘og euns qunoury o3e Jequinu Zo61 junouy | 28 soquinu 
*‘yuoUl “OAV uinur ‘queul “WAV wna | ‘1g Avy | OAV wn © 
-Aojdwe -ixeyy | -Aofdure -xeyy | ‘juoul “1xB] AYANOY 
peyeur peyeul | -Aojdm gy 





























“sa — he | 
0} BUIT}SO E961 9} VUI]4S9 ZO6T | [enqoe 1961 





























ponurju0gn—go6g] pun egg] saval yoosyf ‘suoynbrygo fo iunuwngy 








137 




















Thy Bae 000 “006 ‘9% wensocesesee|eoeeceseeees re ie ERROR ee eee re heen ae | eBay Cie En eee geen ee ee eae, ee tee ie oe 
ee MRE a ieee pomp Smee 2 Ae eee pec alate Ae a Pe nt emmebeeceM RSP Met: Ty 
061 ‘8 000 ‘008 ‘TZ + | 0068‘ £02 ‘b 002 ‘6 000 229'F% | «O FES 926 We oe ee ee ee nae ae aa Sod]A Jos [BUOSIEd [8}0,L, 
ROS tae te, Sb ORE Ne aie (aes Tene oT sa ee eS 000 ‘SI crerccsencnc|scaneenasena|seccacanascnjecccres="""S11BI0P B[QUSINGUIJOI 10} SOJOUSTY 10490 0} sjyusulARg 
er a 000 ‘I8T aaa saan RO LAS Ort eee pe eabt lags ease es sauthassdeen sdk pcs-can sreneounoterr-<di= file! oil: ar gud AB j 
pe aT ENE: 000 ‘69 ee ene re en ee eee eee aeaeacconses|ceernesesnee) swoesanacsscjncecnscccacsenoces=**""" G90 AOCM-Cy JO Ges0ze Wt ANC JEIseTy 
ae ee te 000 ‘00z 0 02 See any ee Lee 01g sorsenccaen|acnanccnecec/soanconscccrsssseocesreres*-guos{sod ATBIOdUIOZ PUB OUI}}-7184 
06I ‘E 000 ‘Ose ‘IZ =| 0 '0L8E £02 ‘b 002 “6 000 ‘166 ‘se | 0 809% 926 ‘6 Sn cee oa ee ee su0}}}s0d yuouVULIed *[u30,L 
o8 000 ‘909 0 ‘801 ait aa 262 ‘069 OT raat RE eal 2A at Aw ae RE ssh[euy WOWZONPOI JO HOO 
OF 000 ‘968 6 69 oL GL 080 ‘09 9 101 eIl Ps Sy en ee eee oe syuouresnbey UeTTATS JO WO 
ce OOT “bez 8 $8 9 98 8¥9 “80% 8 Te 88 , , NS RRR Seem ncaa arate pets Nt Joge’y JO «WO 
og 008 ‘6IE | +09 1g og OF8 ‘LIP 629 LL EE BRD gi Ree a Tale a SSOUTSNg [[VUIS JO CO 
S€% 002 ‘Lz ‘T 0 blz £62 £62 £9F 002 ‘T 9212 162 2 ee ee neoeing WoryeUyps0e’) AoqjOg 
OLE 002 ‘Z18 ‘% 0 ‘009 Zg¢ Zgg 89I ‘628 ‘E 6 ‘809 goo Mee Bh cet neeing yuoudinby Ayejoodg pus ‘19q IVT “oT}Ix9L 
869 000 ‘T¥8 ‘¢ 1 629 o1Z O12 920 ‘692 ‘€ g 089 O12 et kc ee a neeing JueudmMby [eINyMopsy PUY [BPAIsNpUy 
9lZ 000 0&1 zZ T 198 SOF SOF 209 ‘299 ‘% £'89P 06% ae oe ae heemg sjyonpold yse10q pus “reqqny ‘TeoymeqD 
S6F 008 ($90 & 9 882 8e9 829 oes ‘oes ‘e z 199 £69 L SEeeR I: ABE MRRERNE ir ge it get Oh NvoiNg s[es9Uy AY PUB sTeIaWW 
002 00F S99 T 6 196 £0€ £08 989 ‘SET % & V8 OFF es Se eo ae ag NeeINg WOPON1YSUOS) PUB SOPIITIOV T 
gg 006 (StF $°219 ZL ZL OFZ ‘IFS 1 #8 96 | ak eS ES EY re WO} VUIIOJUT OANA JO OO 
BES 002 ‘££9 % 6 689 +69 +69 882 ‘220 ‘E 9 962 626 ee ir ee ee UOPBIISTUPUAP V 10} JOWW.YSTUPLIPY JUBISTSSY JO COIYO 
OOT 008 “Tz 6 ‘eT eI zat 119 ‘622 L ‘Tat eI a OE Ss ee eee oe ee [OSUNOD [BIOUE) JO OOLO 
oF 006 ‘82z 9 64 9 zg 880 ‘Zz z 09 £¢ SPs or he es ee eres S004} {TIMID AIOSTAPY AI}sNpUL JO COWO 
ot 000 ‘9IT L°st 91 vat OFL “96 Tet 91 SS. ) fe ee ee et ee ee sjo1}u0) 

‘ UOFNGIYSTT PU UOTJONpoOIg 10J AO4VIYSTUyWUpY JUBISISSV 
4 002 ‘cot mal 91 91 L2L ‘96 6 ‘eI 91 RR ee pak a oe eee pivog s[veddy 
og 008 “soe £°09 19 19 O19 ‘88z$ lbh Lg ee SP ter ce ee See cet aca ee 107,8I1}STUUIPY JO COO 

:su0q}T queuvulieg 
suoyjsod | suoy}]sod suoyjsod | suoy}]sod 
£o61 yunoury jo zoquinu | Jo Jequinu Z96I qanouly Jo Jequinu | Jo Joquinu Zc6l 
‘og ounr ese10Ay | unuyxeyy | ‘Og ouns esBI0AY | UnUTxeyy | ‘TE Avyy 
seeAotdure seeAo[durs queul 
oyeuyys a payemysg | -Aoidurg 
©} BUITISO CBT OFCUITISO ZG6T 
spuamasnbos fo isnmuns—fjrwoymnp uo snpoig )U0yoNy 

















Pee ca oth of Ree es a Ste ines jas zi = a 









































138 


GENERAL STATEMENT 


Mr. Wuitten. Mr. Fowler, do you have a general statement in 
connection with NPA? 
Mr. Fower. Mr. Chairman, I have a statement made before the 


House Banking and Currency Committee that I would like to insert 
in the record. 


(The statement referred to follows :) 


The National Production Authority operating as an agency within the Depart 
ment of Commerce has the following objectives: 

1. To carry out as the operating agency DPA allocation programs for steel, 
copper, and aluminum by the operation of the controlled materials plan. 

2. To insure through the utilization of various priority and allocation devices, 
tailored to meet the particular material or facility need, that the requirements 
of the military program including reserves of stockpile material and the Atomic 
Energy construction program for various materials, are met on schedule. 

3. To maintain through allocation of critical materials and facilities a strong 
supporting industrial economy, i. e., to see to it that all essential industrial pro- 
duction and service industries, including particularly defense-supporting in- 
dustries such as electric power, transportation, petroleum, and communication, 
are provided materials and equipment sufficient to maintain their curent opera- 
tions and expand their capacity to meet increased requirements. 

4. To coordinate and direct the flow of components and equipment in order 
to insure the scheduled completion and delivery of end products required by the 
military and the supporting industrial economy including the Atomic Energy 
Commission and the Defense Electric Power Administration. 

5. To make recommendations to DPA on expansion goals, TA applications, and 
loans in connection with expanding the industrial capacity of America in order 
that we can continue to maintain a high level of military strength while at the 
same time providing for the needs of a healthy civilian economy. 

6. To round out and provide a mobilization base—that is, to identify the 
highly specialized facilities particularly of a long lead time character necessary 
to enable us to expand military production quickly to the levels that would be 
required in event of total war. 

7. To provide equitable distribution of materials to the civilian economy as 
prescribed in section 701 (c) of the Defense Production Act, after meeting 
defense and defense-supporting requirements, particularly during the period 
required for expansion of productive capacity necessary to support both a high 
level military requirement and civilian needs, with especial regard to the 
policy on small business as set forth in section 701 (b) of the act. 

What has NPA done to accomplish these major objectives and what is yet to 
be done? In order to answer this question I must give you a brief explanation 
of the mechanism which we have set up to accomplish these objectives. 

Experience in two wars had taught us that the establishment of a system of 
Government priorities and allocations which would channel the materials re- 
quired in increasing quantities to the most essential mobilization needs is the 
first indispensable step to be taken. The lesson was not neglected and a decision 
was taken early to revive the system of materials distribution which finally 
evolved in World War II as the most effective instrument. The controlled 
materials plan was put into operation on July 1, 1951, the beginning of the 
current fiscal year. 

The CMP is an affirmative method for scheduling production of defense and 
defense-supporting items, in the light of materials supply, and for allotting the 
basic materials to assure completion of that production, as well as providing 
an equitable distribution of the remaining supply to the civilian economy. While 
the CMP is the principal and basic controlling mechanism of the NPA, it should 
be borne in mind that it applies only to the three basic metals—steel, copper, 
and aluminum. It is necessary to supplement it with other priority and alloca- 
tion devices covering special situations and other materials and facilities. 

On June 2, 1952, there were in force seven CMP regulations ; six general regula- 
tions such as inventory control; basic rules of priorities system, etc.; and 85 
separate orders controlling the use, production or distribution of specific com- 
modities or materials, such as construction machinery, power equipment, tin, 
several different chemicals, platinum, sulfur, chromium, nickel, tungsten, molyb- 
denum, selenium, cryolite, ete. 
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The granting of authority to procure controlled materials in the form of allot- 
ments places the responsibility on the Government for seeing that the shapes 
and forms are available when the companies receiving the allotments place 
orders with the mills. The appropriate product mix is established through the 
system of production directives in which the NPA metal divisions tell each 
steel, copper, and aluminum company what they can make during a given pro- 
duction period. 

The whole system of controls is working well and has succeeded in diverting 
approximately 50 percent of the supplies of copper and aluminum, about 35 
percent of alloy steel and 20 percent of carbon steel from normal civilian pro- 
duction to defense uses, while supply was being expanded, and at the same 
time the framework of a healthy economy has been preserved. Through the 
supplemental orders mentioned above much higher percentages of other ma- 
terials have been diverted to production of munitions; for example, 65 percent 
of the cobalt supply and 67 percent of the nickel supply are now being channeled 
into products for the military and defense-supporting industries. 

One of the greatest virtues of this system of production and material controls 
is its flexibility. Unlike the price and wage controls which applied to the entire 
economy, NPA has been able to move selectively into controls as need has been 
demonstrated and has removed a material or product from allocation controls 
as soon as it is apparent that the particular allocation is no longer required. In 
other cases, while the entire control of a particular material or product could 
not be eliminated, it becomes feasible to relax the control and make it less 
onerous, either substantially or procedurally. 

In recent months NPA has relaxed or removed certain controls. During the 
same period certain materials have become scarcer, for one reason or another, 
and as demand increases suddenly because the building of a complex weapon 
of war enters a new phase, we have found it necessary to institute new controls. 
Thus, while we have revoked controls in 27 instances between December and 
June 14 of this year, and have relaxed controls in 46 instances, we have had to 
impose new controls or tighten old ones in 28 instances. 

During this period we have had to tighten some of the controls and institute 
new ones in the field of machine tools. For example, the NPA is allocating all 
new machine-tool producing capacity to military and defense-related needs. In 
addition, we have had to institute specific controls for the first time on several 
materials which have become scarce because of the build-up in defense production. 
One of these is selenium used in the manufacture of rectifiers for the complex 
communications equipment required by the Armed Forces and in other industrial 
processes. Another is cryolite, essential in the production of aluminum. A 
third is crushing bort and diamond powder, used in diamond-bonded grinding 
wheels which are highly important in the production of armor-piercing shells, 
jet aircraft engines, tank equipment, and other defense items. 

Because we have been quick to relax controls which are no longer required and 
because some materials previously in short supply have become more plentiful, 
due to early benefits of our supply expansion program, many people are inclined 
to feel that we need no longer worry about material scarcities. 

Although we feel we have most of the raw materials controls well in hand, in- 
sofar as scarcities are concerned the pendulum is swinging in our favor by only 
a few percentage points. Demand for a number of materials still exceeds supply 
by a wide margin. A prolonged strike in one of the vital metals industries could 
create a period of scarcity worse than any we have.known to date. Furthermore, 
we will need selective controls on some materials, such as nickel, cobalt, colum- 
bium, tungsten, beryl and copper for a long time if we are to build up adequate 
stockpiles. There is simply not enough of these materials available in the free 
world to meet all current production requirements and build up stockpiles at 
anything approaching a desirable rate. 

This Nation will continue to support for the next several years a military 
program involving an annual expenditure in the general neighborhood of 40 
or 50 billion dollars. Regardless of what changes may occur in the materials 
balance sheet, this program must be assured its direct requirements, and im- 
portant defense-related production and construction programs must be pro- 
vided with a system of assuring them the materials necessary to give scheduled 
support to the over-all defense program. 

We are nearing the halfway point in our present expansion program. About 
45 percent of the new facilities planned for under present goals are in place 
and producing. By the middle of fiscal year 1953, two-thirds of planned 
expansion will be in place, and by the middle of fiscal year 1954 the expansion 
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program will be about 94 percent complete. Although the military take of raw 
materials will become increasingly large throughout the next fiscal year, this 
expanded production will be available to satisfy this increased military demand. 

The road ahead for the civilian producer will be easier. But, in the area 
of defense production difficult and critical problems still lie ahead. 

The most important of these continues to be the critical shortage of machine 
tools. This problem has been tackled from every possible angle—prices, man- 
power, materials, scheduling. We are increasing output from a rate of $25 
million monthly at the time of Korea to a peak rate of about $100 million 
monthly which we will reach this summer. We have decreased the over-all 
industry backlog from 23 to 17 months. But as long as there is a single military 
producer in need of a machine tool for a production schedule that he cannot 
obtain on time, that machine tool represents a bottleneck in military production. 
Rapid changes in design and specifications which require new tools will make 
the machine-tool problem an ever-present one, requiring continuous scrutiny, and 
when necessary revision of control measures. 

The shortage of iron and steel scrap is another big trouble spot. Last fall 
and winter many mills had an average of only 2 or 3 days’ supply on hand. Now 
that warmer weather has arrived, the supply situation is temporarily improved. 
But our increased steel capacity will require increased supplies if demand calls 
for capacity operation. This winter we expect a scrap shortage to be with 
us again—a shortage even more acute than that of last winter. 

One of the big problems which we will be faced with in fiscal year 1953—and 
which we are preparing for in adyance—concerns the proper delivery scheduling 
of thousands of individual components, parts, and subassemblies which must 
arrive at the right time and the right place if we are to prevent delays in meet- 
ing our rapidly increasing military production schedules and key defense con- 
struction goals. 

Getting components at the right places at the right time will assume increas- 
ing importance as military production climbs in rapid strides during the next 
6 to 9 months before it reaches the plateau where current schedules call for a 
leveling off. 

During the coming months NPA will have to issue an increasingly larger 
number of individual spot directives or DX ratings to specific components 
manufacturers directing these manufacturers to make delivery to specific mili- 
tary contractors who have brought to NPA’s attention the need for these com- 
ponents. This is individualized “bottleneck breaking” that is an indispensable 
element in any production build-up. 

We are now producing two billion dollars worth of military goods every month. 
The rate will increase to a rate of 3.5 billions monthly by January 1953, and this 
rate will continue on for about 18 months thereafter. Such a high rate of pro- 
duction cannot be maintained without substantially increasing the expediting 
activity now being performed by the industry divisions of NPA. The three 
branches of the military department have advised specifically on the need for 
this activity during fiscal year 1953. 

The Department of the Air Force responded most specifically to this question 
and the Department of Navy confirmed that the activity on expediting would be 
required on an increasing scale throughout the first half of 1953 and would level 
off at that time. 

Specifically, with respect to materials, the Air Force stated: “During the next 
6 months material shortage cases involving alloy and stainless steels required 
in the production of aircraft components will no doubt increase while cases in- 
volving materials for facilities construction should tend to decrease.” 

With respect to components: “It is expected that, due to the recent surge in the 
placement of Air Force contracts which is expected to continue through May and 
part of June, there will be an increase in the number of requests for expediting 
assistance as soon as these contracts can be translated into orders upon com- 
ponent producers. The peak should be reached during the later part of fiscal 
year 1958,” (italics added) and “In addition, much expansion has been initiated 
and will be coming into full production in the next fiscal year. Much of this 
expansion has occurred in the end equipment area, however, and requirements 
of supporting componeuts will increase accordingly. Reallocations of compo- 
nents will be required to meet our new production schedules.” 

The Department of the Navy stated the following: 

“It is expected that the number of requests for expediting B products will 
reach a plateau probably in the first quarter 1953. 
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“Among factors which may tend to increase the expediting load are: 
“1. Conditions caused by the steel and oil strikes; 
“2. Continued shortages of nickel, high nickel steels and copper, and copper 
in its various forms; 
“3. Relaxation of controls in any area. 

“The Navy Department should not have to rely upon premium mills as sup- 
pliers where directive action is requested. It is apparent that as steel becomes 
available soft spots will appear on premium or high-cost mills. Military orders 
should not be directed to those high-priced producers.” 

The Department of the Army indicated that the plateau of scheduling activity 
as it affected their programs had been reached with the exception of the machine 
tool program. 

Another big problem which must be sélved is fiseal year 1953 will be complet- 
ing and maintaining the mobilization base that is, the facilities necessary to 
enable us to expand military production quickly to high levels required in the 
event of total war. The industrial know-how represented in the staff of NPA 
must be applied to the problem of filling in the gaps in our industrial machinery 
so that we will be prepared to swing into full mobilization production much 
more quickly. These gaps are the more difficult areas of specialized industrial 
capacity which private industry up to now has not come forward to fill even 
with tax amortization incentives. 

The budget request before you recognizes that the achievement of our expan- 
sion goals for steel and aluminum sometime in annual 1953 will mean relaxation 
or removal of a substantial part of the system of materials and production con- 
trols now in effect on the civilian economy. <A reduction of approximately 25 
percent in staffing is contemplated for this reason. It is expected that copper, 
and many of the alloying metals, and many other materials will continue scarce, 
however, even after fiscal year 1953. In addition, the problem of expediting the 
flow of components and equipment and breaking bottlenecks of production will 
increase substantially. 

The budget estimate is prepared on the assumption that the international situa- 
tion will not change sufficiently to alter the present 4-year military production 
plan and that there will be no prolonged major interruptions to production be- 
cause of strikes. It has been carefully prepared and represents in my best 
judgment the minimum required to perform the program of the NPA during 
fiscal year 1953. If the steel strike continues for an appreciable period, the 

supply will probably require even tighter control than has been in effect this 
year. Full allocation throughout the entire fiscal year is a real possibility. 
This budget was prepared on the basis of no steel strike. In the event the cur- 
rent strike is not settled in the immediate future, the funds requested here may 
be insufficient, and we may be forced to request a supplement budget appro- 
priation. 


OPERATIONS OF NPA PLANNED 


Mr, Wurrren. Would you discuss your operations of NPA that 
are planned this year? 

Mr. Fowrer. All right, sir? 

In the present fiscal year in terms of total employment, the peak of 
our employment was reached on September 7, 1951, which happens 
to be well fixed in my memory because it was the day I came in 
as Deputy Administrator of NPA. Since that time the manpower 
in the organization has declined steadily but not at a sharp rate. The 
total manpower in the organization as of last Friday was 4,629, in- 
cluding 334 without compensation and 62 WAE employees. 

Mr. Wurrten. How are they dispersed so far as Washington and 
the field are concerned. 

Mr. Fowter. That is just the Washington end of it. Mr. Hayward, 
who is the Director of the Field Offices for the Department of Com- 
merce, is here. 
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USE OF DEPARTMENT OF COMMERCE PERSONNEL AND FACILITIES 


Mr. Wurrren. But all I wish to know is, do you use Department of 
Commerce employees entirely in the field # 

Mr. Fowuer. We use Department of Commerce field offices for our 
= They, however, have all new employees for the extra work 
oad. 

Mr. Wuirren. Are they identified as such? 

Mr. Fowier. No. They are joint NPA-Department of Commerce 
field offices. That is the way we label it. Mr. Hayward, if you want 
the figures on the record, I suggest you split these. 


NPA PERSONNEL 


Mr. Haywarp. 1,434. That is the peak as of May 31 of this year. 

Mr. Forpv. You did not give the peak for your own office. 

Mr. Fow ter. 5,047 in September 1951. It has been reduced to 4,629 
as of now. 

Mr. Warrren. That is actual employees as of now? 

Mr. Fow er. Now let me give you the salaried employees. As of 
September 7, 1951, the number of employees was 4,743. We have re- 
duced as of last Friday to 4,233—around 500 less. 


“WITHOUT COMPENSATION” PERSONNEL 


In the “without compensation” employees, that number has gone up. 
These are men loaned to us on a temporary basis from private indus- 
We had 218 WOC’s as of September, 1951; 334 now. In a 
substantial measure, that difference is because of the emergency of 
machine tool inventories and review program we are carrying for- 
ward. We have about 57 men in the last six weeks placed on the rolls 
as WOC’s attached to the metal working division and they are goi 
out in teams of two to reduce the inventories on narananh- capes 
tools in various warehouses and military installations to determine 
which of those tools could be diverted to be used by military contrac- 
tors and other contractors to fill out their tool requirements. 

Also these teams of men are going to each contractor who has not 
been promised the delivery of the tools, and who needs to meet a given 
production date, to see whether they can, with their specialized and 
expert knowledge of machine tools, persuade the master mechanic in 
the plant that instead of waiting until October to get tool A he could 
use tool B or tool C which could be supplied much earlier and meet 
his schedule 2 or 3 months quicker. That is the primary difference 
between 334 and 218. However, we have encouraged the companies to 
supply us with the industrial specialists. We find these industrial 
specialists essential when we have a very technical job to do in the field 
of electrical equipment, or machine tools, and particularly in com- 
ponents. The farm machinery industry has supplied men to the farm 
equipment division, and so forth, and we need these technical men to 
do the job. 

Mr. Wuirren. Passing on, will you insert a table in the record 
showing the salaries and the positions for the present year and for the 
coming year—by positions and by people. We want to be sure it is in 
the record. 
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Mr. Fow er. All right, sir. 
(The information requested will be found on p. 131 :) 



































f 
. MAJOR ITEMS UNDER CONTROL 
‘ Mr. Wutrren. I would like you also to list the major items that 
have been under control; the dates they went in and the dates current 
and you may discuss the high lights. We will have to move along 
®@ | because the committee is so busy with other matters. Please point 
t = out the high lights and furnish a detailed list of all that information. 
Ka (The information requested follows :) 
Be Orders and regulations currently in effect 
re ————— — “ieamanaoes ————$———— 
} : Item Designation | Date control imposed 
) ' 3 NPA REGULATIONS 
General inventory control_...............-.------_-- NPA Reg. 1.....---- | Sept. 18, 1950. 
Basic rules of the priorities system _.____.._....____- NPA Reg. 2.._.___.___| Oct. 3, 1950. 
; Automatic conversion of delivery orders bearing | Dir. 1 to NPA Reg. 2_| June 25, 1951. 
f 3 certain ratings. 
: 4 ——: ors certain delivery orders during the third | Dir. 2 to NPA Reg. 2_| Sept. 13, 1951. 
# 1 q : 
% Restrictions upon use of ratings_.._._.__.. rile ate ....| Dir. 3 to NPA Reg. 2__| Sept. 25, 1951. 
bt a. components—sequence of deliveries for | Dir. 4 to NPA Reg. 2_| Dec. 19, 1951. 
smi ers. 
Operations of the priorities systems between Canada | NPA Reg. 3._.._..___| Nov. 8, 1950. 
and United States. 
; Appeals procedure. _...............-..- tay sre NPA Reg. 5... ___.___] Apr. 25, 1951. 
ie Rules for transfer of quotas and ratings; transfer of | NPA Reg. 6....... _..| Nov. 5, 1951. 
. ' a business as 8 going concern. 
‘ ba Procedure for obtaining interpretations of NPA reg- | NPA Reg. 7_____.____} Apr. 23, 1952. 
a ulations and orders. 
) E3 
j i CMP REGULATIONS 
; Basic rules of the controlled materials plan___....__- CMP Reg. 1..........] May 3, 1951. 
F Self-authorization procedure for obtaining minimum | Dir. 1 to CMP Reg. 1_| June 8, 1951. 
} ie — of materials by producers of class B 
produ: 
j ___ Assignment tocontrolled materials producersofrating | Dir. 2 to CMP Reg. 1 Do. 
4 authority to obtain production materials other than 
a controlled materials, 
; : Restrictions on placing authorized controlled mate- | Dir. 3 to CMP Reg. 1.| June 25, 1951. 
i rials orders as to month of delivery. 
3 Use of imported Sieeb- --- =... <2 Dir. 4 to CMP Reg. 1_| July 17, 1951. 
4 Right of an “A” product manufacturer to specify | Dir. 6 to CMP Reg. 1_| Aug. 22, 1951. 
4 allotment quarter. 
eS RT eile Cee Dir. 8 to CMP Reg. 1_| Oct. 15, 1951. 
Removing non-nickel-bearing stainless steel from | Dir. 9 to CMP Reg. 1_| Jan. 28, 1952. 
controlled materials designation. 
ee Restrictions on steel shipments and acceptance of | Dir. 12to CMP Reg.1_} June 2, 1952. 
" % deliveries for less essential uses, account steel work 
‘a stop ’ 
' __ Special preference status of certain authorized con- | Dir. 13to CMP Reg. 1_| June 6, 1952. 
| '@ trolled material orders, account steel work stop- 
a page. 
, i Inventory limitations applying to users of controlled | CMP Reg. 2._...___..| May 10, 1951. 
} i materials (steel, copper and aluminum). 
: Preference status of delivery orders under the | CMP Reg. 3._....__-- May 3, 1951. 
J La controlled materials plan. 
ts Special preference status of certain DO rated orders | Dir. 4 to CMP Reg. 3.| June 16, 1952. 
E3 for materials and products other than controlled 
= materials—Account steel work stoppage. 
3 Deliveries of controlled materials by distributors....| CMP Reg. 4.._____-_- | May 10, 1951. 
; Rules for using priority assistance to obtain mate- | CMP Reg. 5..........| Feb. 27, 1951 (originally 
| q rials for maintenance repair and operating supplies | issued as NPA Reg. 4). 
3 and minor capital additions under the Controlled | 
; > _. Materials Plan. | 
¢ Acquisition of certain materials as MRO regardless | Dir. 1 to CMP Reg. 5.| Aug. 3, 1951. 
Es of established accounting ice. | | 
% Priorities assistance to obtain materials for repair of Dir. 20f CMP Reg. 5-| Aug. 10, 1951. 
s disaster damage in areas designated by the Presi- | i 
‘ dent as major disaster areas. | 
é Construction under Controlled Materials Plan__....; CMP Reg. 6.....-.._- June 21, 1951. 
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Orders and regulations currently in effect—Continued 








Item Designation Date control imposed 
CMP REGULATIONS—continued 
Priorities assistance to obtain materials for recon- | Dir. 2 to CMP Reg. 6_| Aug. 10, 1951. 


struction or repair’ of disaster damage in areas 
designated by the President as major disaster 


areas. 

Procedure to be followed by water well drillers and 
owners in applying for authorized construction 
schedules for water wells. 

dure for use of rating in acquisition of metal- 
working machines in conjunction with construc- 
tion projects. 

Priorities assistance to obtain repair parts and mate- 





rials for repairmen under the Controlled Materials | 


Plan. 
M ORDERS 


a i ae 
Production of light-gage plate on wide plate mills 
I eae ak tie in pa iune sone ecentl 
Aluminum 


ESSE GREER Ee” 
Earmarked stocks, aircraft quality alloy steel 
products. 


Earmarked stocks, oil country casing, oil country 
tubing, and oil country drill pipe. 

Nickel-bearing stainless steel products. .............-. 

Treatment of purchase orders bearing certain allot- 
ment symbols, special preference for military, 
AEC, and machine tool program. 

Flood- dam: aged area relief. - 


| Mat 


Dir. 4 to CMP Reg. 6 
Dir. 5 to CMP Reg. 6 


CMP Reg 7....-.----- 


Schedule 1 to M-6A_. 
Schedule 2 to M-6A-.. 


Schedule 3 to M-6A_--. 
Dir. 1 to M-6A----.... 





Copper and copper-base alloys siinickaiensialih dani deat 

Procedure for distributors to obtain powder mill 
products and foundry copper and copper-base 
alloy products. 

Ceiling limitations for DO rated orders, high tenacity 
rayon yarn. 

Distribution of copper raw materials___...........-_- 

Advance authorizations for copper raw materials_._- 


Components or parts, ceiling limitations for DO | M 


rated orders. 
ERE Se CESS EaY Se eg eae a 
Distribution and use of aluminum scrap--- 
Tin plant and terneplate 
Cans 
Rules for distribution of cans by can manufacturers 
to fill carry-over quotas. 
Determinations of adjustments of quotas by packers 
for 1952. 
Packaging closures 
Collapsible tubes_- 
Re foc AR sein Ltt a eed ert ailgteRenatnn alewatioed 
Chemicals: Ceiling limitation for DO rated orders 
for specified chemicals. 
Government and DO rated orders for paper __..--__- 
Metalworking machines, scheduling of delivery 


Metalworking machines, limitations of applications | 


for ratings. 

Insect wire EE COR EGGS ATES oe ME 

Construction machinery -- bee 

Power equipment and electric equipment: “Produe- 
tion and delivery. 

General rules relating to chemicals and allied prod- 
ucts which are placed under allocation by sched- 
ules to this order. 

Polyethylene PEC ees 
Methylene chloride... 
a ee 

Priorities assistance for the petroleum : and gas indus- 
tries in the United States and Canada. 

Authorizations for oil country tubular goods. 

Assistance for small producers 





Filing date for applications on Form PA D-26LP for | 


fourth quarter 1952 requirements of line pipe. 
Priority assistance for foreign petroleum operations. - 
Authorizations for oil country tubular goods__-_-. 
Construction limitations for the petroleum and gas | 
industries of the United States. 
Use of copper and aluminum in certain consumer 
durable goods and related products. 


Dir. 6 t0 Meats 22772 


Dir. 1 to M-16. 


DP cvce <uiansahaametl 








Schedule 5............ 
Schedule 9_........... 
Schedule | EGER SRSA 


a 


Dir. 1 to M-46_....._- 
| Dir. 2 to M-46_-.._._. 
Dir. 3 to M-46- 


| See ee eee 
Dir. 1 to M-46A_..._-- 
M-~46B 


M-~47A 





Jan, 17, 1952. 
Mar. 6, 1952. 
July 6, 1951. 
Oct. 12, 1950. 
Apr. 3, 1952. 


Nov. 1, 1950. 
Oct. 27, 1950. 


Nov. 14, coe (originally 


issued as M-6). 
Oct, 26, 1951. 


Dec, 28, 1951. 
Apr. 23, 1952. 
Jan, 21, 1952. 


May 7, 1952, 
Nov, 13, 1950, 
July 5, 1951. 
Nov. 29, 1950. 
Jan, 23, 1952. 


Dee. 1, 1950. 
Dec. 11, 1950. 
Nov. 19, 1951. 
Dec. 18, 1950, 
Jan. 4, 1951. 
Jan. 12, 1951, 
Jan. 27, 1951, 
Do. 
Dec. 12, 1951, 
Dec. 29, 1951. 
Jan. 27, 1951, 
Do 
Jan. Bs 1951 
Feb, 8, 1951. 
Feb. 28, 1951. 
Nov. 8, 1951. 
Mar. 2, 1951. 
Mar. 2, 1951. 
Mar. 5, 1951. 


Mar. 16, 1951. 
May 11, 1951. 


Mar. 12, 195i. 


Oct. 15, 1951. 
Mar. 31, 1952. 
May 19, 1952. 


Aug. 15, 1951. 
Oct. 15, 1951. 
June 1, 1951. 


July 1, 1951. 
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Orders and regulations currently in effect—Continued 











alasiil 





Item Designation Date control imposed 
M ORDERS—continued 
Use of controlled materials in certain consumer | M~47B....-......-.._- September 28, 1951 
durable goods and flexibility in production thereof. 
Exclusion of new products from flexibility Erorien. .| Dir.1 to M-47B_-..--- Apr. 28, 1952. 
Iii enn cine beens cpccebeensncéwudsann BER caveman engccet Apr. 1, 1951 
[| RRS ORES Pe LAOS ao een ee eats aay ae Moot Sige acunswwies wane Mar. 31, 1951 
Vegetable tanning AR ENE ERIE. 52, ERE Apr. 16, 1951 
pS REELS SRS TAA eatin es Cate M-63__. May 16, 1951 
Used rails, used axles, and used cast-iron car wheels_..| M-64__- May 28, 1951. 
Conservation of metal in printing plates-_-.--_-.....-- M-665...._..- ..| May 31, 1951. 
Artificial graphite and carbon electrodes._-_-.........| M-6_._._- ¢ | "Do 
Aluminum foil, converted. .................---.-..-- . eS SF "1951. 
SEEDS atc neaciontae ns Cum anians colada ic tel S| NaS SS 5 Do. 
Marine maintenance, ropa and operating supplies, | M-70. Vee ee 
and minor capital additio | 
Priorities assistance to technical and scientific labora- | M-71_.-... --| June 26, 1951. 
tories. | 
Maintenance, repair, installation, and operating | M-73-.--.- _.| June 28, 1951. 
supplies and minor capital additions, for rail 
transportation systems. | 
Use of copper and copper-base alloy in construction | M-74_.................| July 1, 1951. 


materials. 

Use of ney ge oma copper-base alloy in inventory as 
of July 1, 195 

Pp nnn yan OI oo ctinwstiddnscioes te snincteodccins dasvrutinegic 

Maintenance, repair, operating supplies, and cap- 
ital additions for mining industry. 

n> gaa repair, and operating supplies for 
export. 

Alloying materials, boron, calcium, chromium, 
cobalt, columbium, tantalum, manganese, molyb- 





denum, nickel, silicon, titanium, tungsten, vanadi- 


um, zirconium, 


ARRESTS RES ae 

REDS SR CREND Ieee TD ee Naa ge OEE. 

Tungsten__-... ESTE ES" Skater SENS S HE EN > ed Se 

Rt roe er ee 

Columbium and tantalur 

Nickel-bearing stainless mea, “high nickel alloy, and 
nickel silver. 

Tool steel and high-speed steels..............-..-.... 

Chromium and chromium nickel.-.................. 

Pure tungsten and pure molybdenum. __..........-- 

Distribution of brass mill products to distributors 

an , hydraulic, air, and electrically operated 
ack s 

Aluminum for destructive uses. ................--.-- 

Emergency radio- communications networks and 
associated activities. 

Distribution of copper wire mill products to distribu- 
tors. 

Maintenance, repair, and operating supplies, and 
capital additions for the solid fuels industries under 
the controlled materials plan. 

AAI GUTOR. a oink ne cn ccna cincoen 

Distribution of controlled materials to retailers 

Flood-damaged area relief 

Color television 

Ro) eeeete 5 ar oo Sh hs oe eee 

Automobile wreckers 


Temporary exemption of auto wreckers in certain | 


areas from purchase limitations. 
MD seo 
Railroad transportation equipment..____.......-._.- 
Spinning grades of chrysotile asbestos fibre... ____-- 
Lighting fixtures: limitations on use of sanreiel See 
Used cans for copper production 
Cryolite 


oo construction. = 
Certain used and imported metal-w: orking machines: 
reporting and inventory. 

Crushing bort, diamond powder or dust, and un- 
reclaimed diamond materials. 

Diamond grinding wheels. 








Dir, 1 to M-74 


M-77 
M-78 


Schedule 1 to 
Schedule 2 to 
Schedule 3 to 
Schedule 4 to 
Schedule 5 to 
Schedule A to 


Schedule B to 
Schedule C to 
8] 





} 
M-80.__| 
M-80___| 
M-80_- 
M-80.__| 
M-80.. | 
M-80_. 


M-80.. 
M-80_- 


M-102.. 





Apr. 17, 1952. 


July 27, 1951. 
Aug. 6, 1951. 


| Aug. 9, 1951. 


Columbium (M-3), 


Oct. 


19, 1950; tantalum (M-3), 
Oct. 19, 1950; cobalt 
(M-10), Nov. 30, 1 1950; 
nickel ‘(M-14), Dec “oe 
1950; tungsten (M-30), 
Jan. 22, 1951; molybde- 
num (M-33), j an. 27,1951; 
boron, calcium, chro- 
mium, manganese, sili- 
con,titanium, vanadium, 
zirconium (M-80), Aug. 
15, 1951. 


Aug. 15, 1951, 
Do. 


Do. 
Do. 
Do. 
Do. 


Do. 


| Dee. 17, 1951. 


Aug. 15, 1951. 


Aug. 31, 1951. 


Do. 


Sept. 7, 1951. 
Oct. 4, 1951. 


| 
EG aa Rae | Oct. 5, 1951. 
Oct. 24, 1951. 


Nov. 1, 1951. 
Nov. 19, 1951. 
May 7, 1952. 
.| Nov. 20, 1951. 
| Dec. 10, 1951. 
Dec. 11, 1951. 
Apr. 14, 1952. 


Dec. 29, 1951. 


Jan. 4, 1952. 


| Jan. 17, 1952. 


EL 


D0 si te a.-- 


Feb. 4, 1952. 
Feb. 14, 1952. 


Feb. 29, 1952. 


Mar. 6, 1952. 


Mar. 7, 1952. 


--| Mar. 13, 1952. 


Do. 
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Orders and regulations currently in effect—Continued 








Item Designation Date control imposed 
M ORDDRS—continued 
Hane mln 2 finish aes Riana tae ange sears Se Au kansisive ates Apr. 9, 1952. 
intenance, re operating supplies, cap’ 
additions, and replacements for & and steel | M-105 5 May 29, 1952. 
producers. 











Orders and regulations currently in effect 









































SUMMARY 
OIE | PN ccc nie Se se AE RE a 13 
I I ie an cea pease oh ctetaicceastliuedliac a iiaheieds Codeine eeerebigiate tamed 71 
Total directions and schedules to above.__...---.-------...--.---....--.. 48 
PU i ecg dd sec phe ene Ui iN eaten ee sll adalat cat ate chia Seth on nee ae 132 
NPA orders and regulations revoked (28) 
om 
Item Designation mp oe I see 
Sole leathe: ; oc Pasa: Ses Feb. 5,1951 | July 31,1951 
Glass muctaiaa, ‘simplified designs... SAE SSIES RETR sie istdirinsnvced Mar. 31,1951 | Dec. 29,1951 
Plastic-type nylon. __.- ae siwecnociaciiadiedl M schedule 4......| Apr. 20,1951 | Jan. 15,1952 
Methy! chloride _- ‘ M-45, schedule 8__._.-| June 26,1951 | Jan. 15,1952 
Polytetrafiuorethylene... * Eee ang M-45, schedule 2......| Apr. 6,1951 | Feb. 20,1952 
“SENT! S322 RE SaaS 93... 22} Dee. 19/1951 | Feb. 26,1952 
y eae. and kips chs  Rapamnahee Feb. 5,1951 | Feb. 29,1952 
Horsehides, horse hide parts, ony cabrettas, | M-62_- AEE May 15, 1951 | Feb. 29,1952 
sheepskins, shee “9g rues shearlings, kangaroo 
pamiarene — 1,1951 | Mar, 14,19 
Bik sane . ar. 14, 1952 
Metal strapping " a 1,1951 | Mar. 25, 1952 
Chemical Seed a — eich) Wireline ailiain Mepis wacmee iabewtaie 72... eae 1,1951 | Apr. 8, 1952 
Restrictions on steel shipments and acceptances of | CMP Reg. 1—Dir. 10.| Apr. 7,1952 | Apr. 11,1952 
deliveries—for less essential uses—account of 
steel work stoppage. 
Shipments of steel by controlled materials pro-| CMP Reg. 1—Dir. | Apr. 8,1952 Do. 
ducers during steel work stoppage. 10A. 
NPA orders and regulations revoked 
Item Designation 2 ol | D oes 
Steel shipping drums. . a. SRR aa July 6,1951 | Apr. 29, 1952 
Sebacic acid... ..............- M-45, schedule 7......| June 26, 1951 a 30, 1952 
Restrictions on steel shipments and acceptance of | CMP Reg. 1—Dir. 11_| Apr. 29, 1952 ay 8, 1952 
= eries for a essential uses—account of steel 
work stop 
Waterfow! Teat sees ease a 16, 1951 | May 12, 1952 
admium....-- _) ar. 16,1951 | May 15, 1952 
ACER CS ERT EI a Ras foe |, , RRR Feb. 26,1951 Do. 
Antimony. ey... Seo Feb. 16, 1951 Do. 
Bismuth a: SEP Panne eeneake Mar. 9, 1951 Do. 
Distribution of lead _- cd 8 Rae July 26,1951 Do. 
Carded cotton sales yarn. _._._. Sh | Vee Jan. 12,1951 | May 19, 1952 
ES RES OSCE ee .| M-45, schedule 6......| May 11, 1951 Do. 
Binder and baler twine__._.......- genie ieee rp 19,1951 | May 19, 1952 
EE. 6 tededeciasdavennsieeneonne-dstaded 2, Se ar. 31,1951 | May 26, 1952 
EN RRR RAE RAS REAR M-28_. ------e--} Jan. 17,1951 May 27, 1952 
Pigs’ and hogs’ bristles and bristle produets.- ~~~ | en cenide ans | Mar, 30,1951 | June 13,1952 
| i 





Orders and Regulations Division, NPA Policy Coordination Bureau, June 19, 1952. 


Mr. Fow.er. As of June 2, 1952, there were in force seven CMP 


regulations and they all pertain to steel, cop 


is our basic control. 


r, and aluminum, which 
There were six general regulations which apply 
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to such items as inventory controls, to control excess inventory be- 
yond a number of days; and the basic rules of the priorities system. 
There were 85 ay, ust regulations controlling such items as construc- 
tion machinery, heavy power equipment, tin, several different chemi- 
cals, platinum, sulfur, chromium, tungsten, molybdenum, cryolite. 
These are examples of the cross section of materials under control. 

In addition to that we have one control over the machine-tool pro- 
duction. We channel according to a detailed, worked-out pattern 
with the Defense Department, based on a numerical preference list 
approved by the Joint Chiefs of Staff. This preference list is sent on 
a Classified basis to each machine-tool producer who schedules his 
production in accordance with it. 


ATTEMPT TO ELIMINATE CONTROLS 


Moving rapidly on to what we have done in an attempt to eliminate 
these controls, I would like to say this. In the first place the com- 
mittee should be mindful that, unlike OPS and the Wage Stabilization 
Board, NPA has never put across-the-board controls on all materials. 
Our operation from the beginning has been a selective one to allocate 
only those materials and facilities that were in present short supply. 
So, we have never had the kind of universal control of textile icin os 
control of a lot of chemicals and numerous types of commodities as 
was true during World War II and would be true in another war. 
This system of selective controls has the advantage of flexibility. We 
have only moved in as the need has been demonstrated. We are able 
to relax and remove controls without difficulty when due to increased 
expansion or change in the market condition the material is in good 
supply. 

In recent months we have removed certain controls on certain mate- 
rials and at the same time found it necessary as demand increases in 
the building of a complex weapon or the expansion of some supply, 
we have instituted new controls. 

We revoked controls on 27 different materials and products dur- 
ing the period beginning last December to June 14 of this year. Dur- 
ing the same period we relaxed controls without eliminating controls 
of some 46 regulations and we have had to impose new controls or 
tighten old ones in 28 instances. Typically, where we have to intro- 
duce new controls or tighten present controls, it has been because of the 
upsweep of the product in military channels. The fact that a particu- 
lar item that was needed in a given quantity a year ago is needed in a 
greatly increased quantity now in military construction is illustrated 
by selenium used in the manufacture of rectifiers, as an example. 

We need more cryolite as we get more aluminum because you have 
to throw it into the aluminum operation and as our output of alumi- 
num expands we have to allocate the cryolite which is in short supply. 


SECURING “WITHOUT COM PENSATION” PERSONNEL 


Mr. Wurrren. What is the situation in securing without-compensa- 
tion personnel? You mentioned the need of a particular group of 
experienced personnel. Have they been cooperative? 
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Mr. Fow er. Up to now I would be remiss if I did not pay a very 
real tribute to American industry for providing first rate people 
for this purpose. We do not use them indiscriminately but only for 
these special problems. 


SPECIAL UNIT FOR SMALL BUSINESS 


Mr. Wurrren. Do you have a special unit for small-business activi- 
ties ? 

Mr. Fowter. We have an Office of Small Business. 

Mr. Wuirren. Approximately what size? 

Mr. Fow er. It is referred to on page 35 of the justifications. I 
would like to comment on that if I may. 

It may seem a duplication to this committee that with the Small 
Defense Plants Administration, the NPA should also have an Office of 
Small Business. There may be some duplication. If so, I want to say 
this, I think it is a healthy duplication, a duplication that the Con- 
gress really desired when it set up the Small Defense Plant Adminis- 
tration, because in that act last August the Congress instructed the 
administrators of the NPA and DPA, whoever they might be, to co- 
operate very extensively with the Small Defense Plants Administra- 
tion on the matters over which DPA and NPA were respectively the 
allocators of facilities and tax amortization. And in order to mesh 
two organizations and make them work on a cooperative basis together, 
and to enable us to exercise our powers to aid small business, it is 
very important that a large complicated organization like NPA should 
have a liaison group. 

I think any of you that have worked with liaison groups will rec- 
ognize that when an outside organization is trying to work with you 
in a common objective, you have to have people who serve as go- 
betweens; people who in our NPA tell the Small Defense Plants Ad- 
ministration people where to go, where to get things, and to assist their 
mutual relations so the cooperation intended between the two is worked 
out. 

Secondly, I have my own responsibilities to the Congress to look 
out for the small business community and they are incorporated in 
title 7 under the general provisions of the act; and in making the de- 
cisions I do with reference to small business I want to be frank to 
say I want advice from people who are specialists in the small busi- 
ness field. We look to the heads of our various industry divisions, 
and we have full confidence in them, but in trying to take care of the 
over-all problem of their particular industry, be it steel or farm equip- 
ment or electrical equipment, they are not attuned to the special needs 
of small business in a way that would make them the final word in my 
judgment on what NPA ought to do in reference to small business. 

So, when we have problems which pertain to our office as they 
affect small business, I like to have the advice of a staff that has spe- 
cialized in its concern for that particular segment of the economy. 
I think the duplication that is appearing at this stage between the 
Office of NPA Small Business and the Office of Defense Small Busi- 
ness is a healthy duplication which has, up to now, served to make 
for a very effective cooperation between our office and Mr. Taylor’s 
organization. 
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ENFORCEMENT ACTIVITIES 


Mr. Wuirren. What about your enforcement activities? What 
efforts do you make to enforce the orders ? 

Mr. Fowter. By and large our enforcement depends upon about 95 
percent voluntary cooperation and about 5 percent enforcement. We 
have a compliance staff in the Washington office. There is attached 
to the regional offices, to Mr. Hayward’s staff, attorneys to look after 
compliance in the field. We have a series of compliance investigators 
and prosecutions running fairly constantly. They are not large in 
number but there is a general flow of that type of cases through the 
office. We do not believe that the criminal penalties that are avail- 
able are the most effective means of enforcement. The district attor- 
neys tell us it is hard to get a conviction in a case where a fellow used 
too much aluminum or where he has violated one of these technical 
orders. By and large it depends on voluntary cooperation. 

But when you find a fellow, as we do find them, who has deliberately 
gone out and abused the rights he may have had to get materials, to 
get more than his share, we institute action—what we call a com- 
pliance proceeding which is subject to all of the same rigors of ad- 
ministrative law that wef enforcement would require with a hearing 
and opportunity for full presentation of facts. After the facts are 
determined the compliance commissioner who is usually the dean of 
a law school or an outstanding lawyer hired on a “when employed” 
basis, makes a decision determining that certain priority of allocation 
privileges that the particular company has enjoyed under the priori- 
ties power, has been abused, and that he shall not exercise it for 30 
or 60 days or a year, depending on the magnitude of the offense. 


FIELD SERVICE 


Mr. Wurrren. I will ask Mr. Rooney if he minds handling the field 
service which is rather in connection with the Department of Com- 
merce ? 
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Mr. Fowier. Would you like Mr. Hayward, here,-Mr. Rooney? 
I will ask him to deal with these questions. 


REDUCTION IN PERMANENT POSITIONS 


Mr. Rooney. Very well. I note you contemplate a reduction of 
permanent positions from 1,600 to 1,360 in the coming year. 

Mr. Harwarp. That is correct. That is the maximum number we 
expect to get down to—about 910 by June 1953. 

r. Roonry. How many of these people in the field offices are en- 

gaged in the regular activities of the Department of Commerce? 

Mr. Haywarp. None of the people shown here. 

Mr. Rooney. None whatever? 

Mr. Harywarp. No, sir. 

Mr. Roonry. And how many are engaged in NPA activities? 

Mr. Hayrwarp. The total shown here, 1,434, as of May 31, 1952. 
The figure we expect to decrease to is 910 by June 1953. 

Mr. Rooney. at is the total number engaged in these field offices 
in both the regular activities and the NPA? 

Mr. Haywarp. There are 310 in the regular activities. So that 
would make 1,744. 

Mr. Roongy. With regard to your field offices, what other emer- 
gency agencies, if any, use the facilities of these field offices? 

Mr. Haywarp. There are no other emergency agencies using them 
at the present time. We did a little work for the Small Defense 
Plants Administration but very little. 


FUNCTION OF REGIONAL OFFICES 


Mr. Roonry. What are the functions of the regional offices as com- 
pared with the district and national offices? : 

Mr. Haywarp. The regional office is usually a large office which 
supervises operations and handles some of the administrative activi- 
ties in a given area. The New York regional office has the Buffalo 
district office under it and there are certain positions in New York 
which would not appear in Buffalo; for example, scrap specialists. 
Also there is a chief compliance officer in New York whereas there 
are compliance investigators in Buffalo. We have people in regional 
offices who do an over-all job in an area which we would not have 
in a district office. 


CLOSING OF REGIONAL OFFICES 


5; a Forp. How many of these offices have you closed at the present 

time? 

Mr. Haywarp. We have closed 30 offices since November. 

Mr. Forp. Out of how many? 

Mr. Haywarp. Out of 105. 

Mr. Forp. What is the contemplated direction from here on? 

Mr. Haywarp. The way it looks, I would say we would have 15 
or 20 more closed by the end of this year. 

Mr. Forpv. The current year? 

Mr. Haywarp. Yes. 

Mr. Forp. 45 out of 105? 
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Mr. Haywarp. This reduction is based on that. 

Mr. Forp. And how many during the calendar year ? 

Mr. Haywarp. If the trend continues as it is now, I expect we will 
get 10 or 12 more. That is predicated on the slide, as we see it right 
now. It has decreased rather sharply. It may level off. It seems 
we will get 10 to 15 more this year. 

Mr. _ And your object is predicated on that? 

Mr. Hayrwarp. Yes, sir. We are watching the load very closely 
from month to month. 

Mr. Forp. Even in the offices in which you expect it will be con- 
tinued. Is there any decrease in the number of employees? 

Mr. Hayrwarp. That is contemplated in the decreases which are 
going on right now. 

Mr. Forp. And those offices which you have set up here, on pages 
60 and 61, are strictly for NPA functions under the Department of 
Commerce ? 

Mr. Haywarp. Well, of course, the regional offices are handling both 
NPA and the Bureau of Foreign and Domestic Commerce. 

Of the district offices listed, 33 handle strictly NPA work. In that 
list there are a couple of offices that will be out in July. 

Mr. Forp. I have no further questions on this. 


OFFICE OF THE SECRETARY 


Mr. Rooney. Next is the Office of the Secretary, which appears 
beginning at page 7 of the justification. 
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SERVICES PERFORMED BY OFFICE OF THE SECRETARY 


Mr. Rooney. What are the particular services performed in con- 
nection with this item entitled “Office of the Secretary” ! 

Mr. Nizzson. Mr. Chairman, the Office of the Secretary provides the 
distribution and printing service for the NPA. When the NPA was 
established within the department it was determined that in the 
interest of expediency and sc: to expand our facilities on print- 
ing and distribution. This was also true as it relates to budget and 
management, personnel and general administrative responsibilities 
with the NPA asumption of certain other responsibilities the Office 
of the Secretary service units were reduced by transfers of personnel. 
This budet estimate contemplates maintaining a minimum staff in the 
Office of the Secretary to provide personnel budget and management. 
accounting, and general administrative services for the organization 
units engaged in defense activities. 

I should also like to mention an item of the Office of Technical Serv- 
ices, which although comparatively small was requested by the Na- 
tional Security Council. This is with respect to release of unclassified 
technical information. As an example, a railroad was asked by an 
individual to supply them with a complete layout of the railroad 
system throughout the country. Also certain information has been 
requested of city officials regarding fire, police, and water systems, 
and so forth. These requests have come to the Office of Technical 
Services for screening and disposition. 


EMPLOYEES ENGAGED IN PERSONNEL WORK 


Mr. Rooney. How many of the 120 positions mentioned on page 72 
of the justifications are engaged in personnel work ? 

Mr. Nietson. The number engaged in the Office of Personnel Man- 
agement is three. The Personnel Operations Division has seven. This 
Division is the group that handles the day-to-day personnel work of 
the defense-related activities in the Office of the Secretary, exclusive 
of NPA. 

Mr. Rooney. I understand Mr. Ford has some further questions 
with regard to NPA. 

Mr. Forp. I had a question or two for Mr. Fowler. 

Mr. Roonry. Suppose you take them up now and then we can let 
some of these folks go back to work. 


VOLUME OF ITEMS DECONTROLLED 


Mr. Forv. Earlier in your testimony you said 27 items had been 
decontrolled, 46 relaxed, and 26 tightened. 

Mr. Fow er. That is right. 

Mr. Forn. How do these figures stand up on the volume? The 
mere enumeration of items do not tell the whole story. What is the 
story on volume as far as the economy is concerned ? 

Mr. Fow.er. Well, I think it would be fair to say that the volume 
work that the agency has done which is as the operating mechanism of 
the controlled-materials plan still continues pretty much as in the 
previous quarters, except that, as you get experience, you are able to 
do the same kind of a job each quarter processing applications and 
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preparing the justification for the various claims to the Requirements 
Committee with reduced manpower. In other words, by doing the 
job repeatedly you enable yourself to do it with a reduced staff. 

There will not be the occasion for anything approaching, in my 
judgment, a major reduction in force until we have worked ourselves 
completely from under the controlled-materials plan. That is why 
the timing of that particular development, as I see it, cannot be before 
some time in the latter part of fiseal 1953. It cannot be in the first 
(; months of the fiscal year. 

The budget has been geared to provide for a continuation of the 
controlled-materials plan during the first half of the fiscal year. It 
calls for manpower as of July 1 of 4.200 and an estimated employment 
as of July 1, 1953, of about 3,200. 

Now, that is on the assumption that there is no further international 
complications and no lengthy steel strike, and so forth. 

Mr. Forp. What I had in mind was this. Take one item which you 
have had controlled, it might be an item that covered the entire 
economy. 

Mr. Fowter. That’s right. 

Mr. Forp. An item that was in practically every segment of the 
economy; and then you might tighten up the control on an item that 
was In a very small part of the economy. 

Mr. Fowter. That’s right. 

Mr. Forp. Certainly the amount of paper work or the number of 
employees for the decontrol of one of the items of that nature would 
not be comparable. 

Mr. Fowter. That is correct. Let me deal with a couple of con- 
crete examples. In May, in 1 day, we were able to decontrol four 
materials—lead, antimony, bismuth, cadmium, and a substantial re- 
laxation on a fifth—zine. Those are items used by and large over the 
economy. The character of the control was not a detailed one like 
the control materials plan, but one fundamentally which we were allo- 
cating to the various producers and instructing them to dispose of it 
according to certain criteria of allocation that in our judgment would 
serve the Defense effort quite equitably, distributing the remainder to 
the defense effort. 

It was a general type in contrast to one where every one who came 
in used the item. 

So, by eliminating or decontrolling these particular materials we 
probably reduce the monthly workload on 15 to 25 employees in the 
agency. There was still, in my judgment, room to remove some of 
these employees but you could not dispose of the Tin, Lead, Zine Divi- 
sion because there are some people who believe as soon as the market 
tightens again we will have to go back to the allocation of lead and 
zinc. You can get rid of some of the staff but you should not denude 
yourself of the ability to get back into the situation if the situation 
dictated it. 

I prefer to have the controls when you can take them off and put 
them on when you ean, rather than having these stand-by controls 
which are really half there and half not there. If the penalty in 
terms of staff availability to do the job is on every time you take a 
control off, you get rid of everybody who might have ability to rein- 
state it agai. I do not think that is an economical way to run the 
operation. 
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What we try to do is, as we eliminate controls, we reduce the staff 
to some degree but not eliminate our ability to deal with the problem 
if it comes back. By adding materials to control like cryolite, that 
means allocating the supply of one material to half a dozen companies 
in the aluminum-producing business and it does not add a complicated 
staff organization. 

The kind of things that have caused us to build up manpower have 
been machine tools, where we have done everything we can do to 
divert every machine tool that is produced, to schedule it so that the 
right ones are produced and delivered to the right places at the right 
time to carry the country over. For instance, to deliver a machine 
tool to a military contractor. We have built up our personnel in the 
metal-working division. 

Another area we have built up is in some of the divisions of the 
agricultural machine tools, valves, heat exchangers, pumps, and var- 
ious types of industrial equipment which are components and re- 
quired in new plants. We try to see that the deliveries of these com- 

onents are scheduled in such a way that a plane does not stand idle 
use the proper priority materials are not diverted to it. 

We have a lot of spot emergency work in that field. Someone in 
the normal system of allocations suddenly finds because of an increase 
in delivery schedule or some other reason beyond his predictability 
he needs 15 items or 15 tons of certain kinds of steel and if he waits 
for the normal working allocation on schedule he might wait 90 days. 
He must get it quickly. That needs a special spot directive to a steel 
company saying, “Will you put in such and such an order at such a 
time.” You do not issue such directives without knowing what is 

ing to happen. Somewhere in the steel division someone hes to say 
he can do this job and so give you the article without throwing a lot 
of other production off schedule. You find the spot where it will not 
interfere and where you can do the minimum amount of disruption 
to other programs and you shove in that directive and we had about 
2,000 a month. 

As part of the statement we would like to leave with the committee, 
we have asked the service of the Atomic Energy Commission for 
whom we do this special system of work to give us their appraisal 
on whether it would be on an ascending scale or descending scale or 
continuing at the present rate. During the period when they are 
trying to move up on their peak production schedules we feel that 
information will be of some help to the committee, particularly in a 
season of reduction of the skilled personnel in the industry division. 
Steel, aluminum, copper and the electrical equipment form the main 


components division. The industrial equipment division and others 
are identified here. 


Wepnespay, JUNE 18, 1952. 


Inpustry Evatvation Boarp 


Mr. Roonry. The next item is the Industry Evaluation Board. 
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INCREASE REQUESTED 


Mr. Rooney. It should be noted that there is a requested increase 
in personnel and a requested increase in appropriation to the extent 
of $59,000. With regard to this request, what has this outfit been 
doing in the past year? 


ACCOMPLISHMENTS ACHIEVED 


Mr. Rosincer. The last time I came here I had to speak about plans 
and policies and hopes. This time I can speak about definite accom- 
plishments. We have been making definite accomplishments in two 
major fields. In the first place, we have screened a large ent of 
American industry both in the manufacturing and ptnemeadaitdicins 
fields and have been able to consolidate from among the facilities 
involved those which are most critical—key to defense mobilization. 
the prosecution of a possible war and to an essential civilian economy. 

Mr. Rooney. Before you get to the other place, let us concentrate on 
the first one. Get away from generalities. What did you do? 

Mr. Rostncer. In the manufacturing field we have made analyses of 
over 158 different products. 

Mr. Rooney. Well, now, you made the analyses. So what? 

Mr. Rostnoer. Beg your pardon? : 

Mr. Rooney. Please tell us in detail what you do. 

Mr. Rostncer. We have selected from among the manufacturing 
concerns those which are most important to these products and the 
result is a listing of key manufacturing and nonmanufacturing facili- 
ties. This list is then utilized by quite a number of agencies who are 
interested in learning what are the absolutely most important facilities 
in the industrial effort. 

Mr. Rooney. Are you going to get down to telling us what you are 
actually doing instead of dealing in these generalities? What have 
we got for $172,000 which is not being done by someone else? 

Mr. Rostnoer. I am sorry. 

This is not being done by anyone else. 

Mr. Rooney. Is it being done by Civil Defense? 

Mr. Rostneer. No, sir. Civil Defense is relying upon us to do this 
work for them. So also is the Department of Defense, the FBI, and 
a number of other departments. , 

Mr. Rooney. They are relying on you? Am I to understand 
that—— 

Mr. Rostncer. Yes. 

Mr. Nretson. Mr. Chairman, if I may, I have a number of letters 
I would like to leave with you from the Office of Defense Mobiliza- 
tion, Office of Civil Defense, the FBI, the Defense Department. 
and so forth. These indicate the general interest and the use of 
this material and data which the Industry Evaluation Board is ob- 
taining. 

, Let us see them. 

Suppose you take a specific example with regard to a plant or 
product or whatever else it is with which you are concerned and tell 
us about it. 

Mr. Rostneer. I shall do that to the extent that I can subject to 
security regulations because, Mr. Chairman, it is obvious that the 
findings of the Industry Evaluation Board—— 
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Mr. Rooney. Are you interested in getting this money? 

Mr. Rostncer. Very much interested. 

Mr. Rooney. Well, if you are, tell us something. If it should 
be off the record we will take it off the record. 

Mr. Rostncer. Well, our attempt is to find facilities that are neces- 
sary to the manufacture of essential military or civilian end products. 
And now, please, off the record. 

(Discussion off the record.) 

Mr. Rooney. On the record. 

So you arrive at the determination that these plants are very 
important. Then what happens? 

Mr. Rosrtncer. What we do then is send this information to a num- 
ber of agencies which have requested it and which have established 
a need for it. Mr. Nielson is distributing a set of flow charts. On 
the extreme right is the answer to your question, Mr. Chairman. 

Mr. Rooney. The question is, What happens then? You transmit 


the information to the agencies mentioned in the column at the 
right. Then what? 


USE OF FINDINGS BY OTHER AGENCIES 


Mr. Rostncer. Then the Department of Defense uses our findings 
in two respects. One is for security guidance or supervision of the 
plants selected. The other use is by the Air Targets Division. 

I have no intimate knowledge of how the Air Targets Division 
operates but I have been told that is one of the two uses to which they 
put our work and they have told us several times how greatly they 
rely upon the reports of the IEB. 

The Atomic Energy Commission is interested, of course, only with 
respect to the plants that directly or indirectly serve its purposes. 
The Department of the Interior uses our findings in several places. It 
is, as you know, very much concerned with electric power. The Recla- 
mation Bureau and the DPA 





FINDINGS CONCERNING ELECTRIC POWER 


Mr. Roonry. What do you tell the Department of the Interior 
about power? 

Mr. Rostncer. We made the first, I believe, really thorough study 
of the interrelationships of the power systems and pools within the 
United States, to what extent one system can supply power to another 
if necessary, where the interconnections are, how independent each 
can be of the others, and we have gone through every generating plant 
and substation. About 23,000 of these generators and substations 
were looked into and of that number, about 500, in round figures, 
be selected as being the most critical within the United States. The 

Mr. Roonry. No one knew that until you came along and made the 
survey ¢ 

Mr. Rostncer. That is right, sir. The FPC did the actual job for 
us but we told them what to look for and developed the criteria. 

Mr. Rooney. When you told them what to look for, what did you 
tell them ? 


20553—52—pt. 2——-11 
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Mr. Rostncer. What the purpose of the IEB study was. _ With them 
and with others we developed criteria for selecting the critical facili- 
ties. We did not do this entirely on our own but invited the interested 
agencies to participate in the development of criteria for the electrical 
power industry. In addition to ourselves there was represented the 
Corps of Engineers, the Bureau of Reclamation, the Office of the 
Secretary of the Interior, the Electric Power Administration, Fa- 
cilities Protection Board, FPC, and the TVA. 

When a region had been analyzed the resulting analysis was care- 
fully scrutinized by each agency of Government that has an interest 
in electric power. In one case I believe there were about 19 people 
involved. The Atomic Energy Commission, which sent its adviser to 
the Director of Construction and Supply, the Department of Defense 
sent the Chief of its Power and Utilities, DPA sent its electric power 
specialist, and so forth. 

Mr. Rooney. What did you tell them to look for? 

Mr. Rostncer. We told them to look for those facilities or installa- 
tions in class 1 electric power pools or systems which, if destroyed, 
would seriously inhibit the generation and transmission of power in 
that system or pool. To do so, we developed the criteria by which 
the importance of these facilities would be measured. 

Mr. Rooney. What do you mean by that? 

Mr. Rostncer. Some facilities if destroyed could be completely by- 
— easily. Others, if destroyed, would result in some hardship 
mut. partial replacement could be provided. In still other cases, if a 
facility were destroyed the result would be downright disastrous. 


NEED FOR STUDIES 


Mr. Rooney. Couldn’t you get all this information from the Corps 
of Engineers or the Bureau of Reclamation in about 2 hours on the 
telephone ? 

Mr. Rostncer. With some 23,000 facilities involved; no, sir. 

Mr. Rooney. Would they not know all about the facilities they 
have? 

Mr. Rostncer. These various agencies have expressed themselves 
as very enthusiastic and grateful that this study has been set up. 

Mr. Rooney. You are now bypassing my question. The question 
was, Would not the Corps of Engineers or the Bureau of Reclamation 
have all the information ? 

Mr. Rostncer. No, sir. 

Mr. Rooney. With regard to every project under their supervision 
would not the Bureau of Reclamation know everything about them, 
their production and so forth? Did they not have that information 
long before this Board was ever thought of ? 

Mr. Rostncer. They have some of that information. 

Mr. Rooney. Now, what would they not have? 

Mr. Rostncer. They would not have the vast number of power 
facilities that are in private hands that are not Reclamation or Corps 
of Engineers or TVA. 

Mr. Rooney. How many private utilities do we have in the United 
States ? 

Mr. RostNcer. I could not say. 
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Mr. Roonry. There are not so many that you could not get in touch 
with them on the telephone and find out all about their facilities. 

Mr. Rosrycer. In the first place—— 

Mr. Rooney. Do I correctly understand you had actual human 
beings going to these 23,000-—— 

Mr. Rostneer. No, indeed. This information was collected by the 
FPC. We do not deal with industry directly. In the first place, it 
is against the law. In the second place, the FPC is set up for that 
type of work. It is the liaison between Government and the electric 
power industry. It has a great deal of information in its files and 
because it has the authority, the trained personnel, and so much of 
the information already collected, we went to it to have that job done 
for us. By doing that we saved a vast sum of money. 

Mr. Roonsy. With regard to the petroleum additive you mentioned 
a while ago, could you not get any top official of the industry and 
would he not know there were only three such plants? 

Mr. Rostncer. We got that from PAD, which is set up to get that 
information. 

Mr. Rooney. Wouldn't anyone of a sufficiently informed level in 
the industry be familiar with that ? 

Mr. Rosincer. Certainly, but that has nothing to do with the fact 
that a great many agencies of Government need to know that infor- 
mation and did not have it. They can all get it from one source 
now that it is obtained. 

Mr. Rooney. Are there any questions, gentlemen ? 


SIZE OF ORGANIZATION 


Mr. Wuirren. How big a unit do you have? 

Mr. Rostncer. We have now about 22 people. 

Mr. Nretson. We have 24 employees as of May 31. 

Mr. Forp. Last year the budget request called for, I think, 30, and 
apparently the reduction was made so you only had 24. How has that 
hindered the operation? 

Mr. Rostncer. Simply that we cannot get as much done as wer 
would like to. 

Mr. Forp. There has been no ill effect so far as economy is 
concerned ¢ 

Mr. Rostncer. No ill effect, primarily because the world situation 
has not worsened. 


TERMINATION OF ORGANIZATION 


Mr. Wuirren. One other question. When you get this job done 
you are through, aren’t you? 

Mr. Rostncer. Except to the extent that reviews have to be made. 
Naturally the prime value of this is to be sure that the number of 
facilities on the list is always at a minimum, and conversely, of course, 
that facilities of very great importance will always be on it. 

Mr. Wuirren. One person can do that after you get the major 
job done? 

Mr. Rostneer. I do not know about one person. 

Mr. Wuirren. When are you going to scale down ? 
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Mr. Rostncrr. Reviews are always easier to make, and when we 
get the bulk of the work done—we are working on the railroads 


and transportation, communications, and every essential industry in 
the country. 


Mr. Wurrren. How many of you? 

Mr. Rosrncer. Well, there are 24 plus three consultants. 

Mr. Wurrren. What I asked you—when can you get this to be just 
the regular employees with reductions in the total number so it is just 
a regular activity of the Department of Commerce? 

Mr. Rostncer. That depends on whether we can get enough money 
in order te get some of the other agencies, through contractual agree- 
ments, to help us out, asthe FPC did. Incidentally, they did a mag- 
nificent task. 

Mr. Wurrren. Let us say you do not get any money but Congress 
wrote a direction in its appropriation for the regular activities of the 


Department. This is your first year of business. Wouldn’t that 
do it? 


Mr. Rosincer. I don’t know, sir. 

Mr. Wurrren. That works pretty well. It could just say that you 
must do this with the people you have in the regular activity. 

Mr. Nretson. Mr. Chairman, in connection with that—— 

Mr. Wuirren. You can get anything done if you are given some 
money. It seems difficult to get the people to do the most important 
things first and let the second and third things take their place. Ap- 
parently this thing has leveled off a good bit. Yet, every unit comes 
up expecting to carry on in the same way. 

Mr. Nrevson. We have tried in many instances and we have as- 
signed a number of the personnel of the Department to these defense 
related activities. There are still certain of the regular activities of 
the Department that must be carried on. 

Mr. Wuirrten. I do not mean to labor the point. 

Mr. Rooney. Let us get on to the next item. 


Orrice oF INTERNATIONAL TRADE 


Mr. Rooney. The next item is the “Office of International Trade” at 
page 77 of the justifications. 
(Justifications follow :) 
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DEFENSE FUNCTIONS OF OFFICE OF INTERNATIONAL TRADES 


Mr. Roonry. What are the functions of the 42 people you have in 
this office? 

Mr. Nrerson. Mr. Chairman, we have Mr. Anderson, the Deputy 
Director of the Office of International Trade, to handle that particular 
item. 

Mr. Anverson. I think, Mr. Rooney, the material already provided 
along with the numerical data explains in a very brief way—— 

Mr. Rooney. Wiil you now explain it in a very brief way ? 

Mr. Anperson. I could put it more briefly than this. 

Our problem in this whole field of the exercise of trade and industry 
controls is, broadly speaking, to conserve materials and particular] 
speaking to conserve materials like aluminum, copper, and steel which 
are in tight supply domestically by reason of the defense require 
ments. It is necessary also to conserve supplies moving into export. 
The conservation has to be managed somewhat carefully in order to 
be on the one hand, if I may say so, as stingy as possible. but on the 
other hand to do as little damage as sone particularly to do as 
little damage as possible to operations and projects abroad in which 
the United States itself has a direct interest. In order to do a com- 
petent job in the export field, we have found it necessary to-be able 
to back up the claims that are presented to us by exporters to foreign 
parts and foreign governments and others against all the information 
relating to the matter that we can get our hands on. This enables us 
to screen down the volume of requirements coming upon the United 
States so that when allocations are made to meet foreign requirements 
we can be sure, as sure as we can practicably be, that none of what, 
goes into export goes into needless uses from the standpoint of the 
United States. 

I might illustrate it by referring briefly to steel. During the period 
the control materials plan has been in operation, for example, some- 
thing over 50 percent of all the steel that moves in the export field 
goes directly into what we call special projects. That is to say, proj- 
ects abroad engaged in transportation, port construction, port im- 
provement, electric power projects, and mining projects. And we are 
able, through the devices we have worked out, through the require- 
ment of export license in that type of operation, to have an intimate 
knowledge of every piece of construction going on and a fairly inti- 
mate knowledge of every continuing operation so as to limit what we 
supply to only those materials that are urgently needed. 


CONSOLIDATION WITH REGULAR ACTIVITIES 


Mr. Rooney. Why couldn’t this be done in the regular service of the 
Office of International Trade? 

Mr. Anperson. I would have to make two comments. First, the 
regular appropriation of the Bureau of Foreign and Domestic Com- 
merce makes no provision for this work. As a practical matter that 
does not meet the whole point. As a practical matter we do have, in 
fact, very heavy calls upon the personnel supported by the regular 
budget of the Bureau of Foreign and Domestic Commerce. Particu- 
larly over the past 2 or 3 years I think we have done a fairly reliable, 
systematic, and efficient job in seeing to it that we drop off all needless 
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activities and concentrate the work of these people on things impor- 
tant to defense. 

There simply is not enough space to handle this one, too. The same 
kind of thing is true of export control funds where we have been 
quite parsimonious. 


DECLINE IN EMPLOYMENT 


One other thing I might add. You will note from the figures that 
the requested amount, $185,000, is intended to support a rather rap- 
idly declining level of employment. We figure on having 45 em- 
ployees as of the end of this present fiscal 1952. We figure that by the 
end of the next fiscal year that number can be brought down to 25. 
That assumes a fairly rapid shrinkage in the area of controls and in 
the complexity of the contro: system. If the controls are relaxed 
more rapidly, the personnel will decline more rapidly. 


EFFECT OF REDUCTION 


Mr. Forp. Last year the budget request called for approximately 
60 employees and apparently the funds allocated permitted you to 
have around 45. There was a reduction. What was the effect of it? 

Mr. Anverson. It did not do undue damage but the reason it did 
not was a fairly rapid agility in the use of these people. One circum- 
stance I should add. At the time we put in our budget request for 
this present fiscal year it was quite honestly expected that the area 
of controls would be quite a bit broader than it turned out to be; that 
the total of trade controls, both domestic and export, would be much 
greater than has in fact proved necessary. So it marks an error 
in our guess and we could be wrong again in either direction, of 
course. 

OrFice oF TRANSPORTATION 

Mr. Rooney. The next item is on page 79, the Office of Transporta- 


tion, a request for $100,000. 
(Justification follows :) 





000 ‘OZT “"""“"SUOTPBATIGO [BIOL 








oat , o] |--++---- -- “rere ==" “S990fGO J0YIO 
-- “"""""Sao] Ales [BUOSIEd [840.1 


000 ‘es 

oge j777 77" "> -@sBq YoomM-ZE jo ssvoxe uy Avd se[Nsey 
Sez ‘6T eee 0s oe Stink he Sma \aesk gba chats: suoyjsod Argiodure} pus ouly}-yeVg 
Shh ‘E08 91 ¥I Hg reatins osaton Myera net teen suoyj|sod JueUBULIOg 

















?; suo}}}sod 
qunoury be bn jo Joqumu 


‘ suo}}jsod 
‘ unowy jo Jequinu | ‘ 
£961 ‘Og ouns OsvIOAV | 2961 “Of ouns 
MNES | quoudoydwye sat lated £ayx ‘uous 
~AO} 


oBUIOAY 2961 ‘IE 





‘quem Acid we 
pezyeuysy | poyeuryysy 
OBUIIISO LGBT | O3BUIIIS9 Z96T 


dug 

















squaumasinbdos fo huvumung 









167 









Mr. Rooney. What is the relation of the Office of Transportation to 
the Office of Defense Transportation ? 

Mr. Kirsner. None whatever, sir. The Office of Transportation is 
part and parcel of the Office of the Under Secretary and takes in two 
areas, the Defense Air Transportation Administration which is re- 
sponsible within the field of air. The Office of Transportation acts 
as claimant for the various operations under the Department of Com- 
merce such as public roads, maritime and CAA and DPA. 












USE OF 1952 FUNDS 





Mr. Rooney. What have you done with the $120,000 you have had 
in the present fiscal year? 

Mr. Kirsner. I think we can break it down. We have made very 
fine progress. 
Mr. Rooney. That is a gratuitous statement. 









WAR RISK INSURANCE 





Mr. Kirsner. And I will go into the detail. One area is the area of 
war risk insurance. 

Mr. Roonry. What are your functions in connection with that? 

Mr. Kirsner. With that, sir? 

Mr. Rooney. Yes. 

Mr. Kirsner. The Defense Air Transportation Administration is 
charged with working out those areas concerned with war risk insur- 
ance that in time of war we shall have ready either through an agree- 
ment with civilian firms—and that is what we are working on now— 
with the underwriters group of America. 

Mr. Roonry. What have you done? 

Mr. Krrsner. They have reached the point now of planning where 
we _ to have the folders within the next 3 months and then we 
can take that particular part of data and put it on the shelf and on 
M-day we are in a position to take care of the war risk insurance areas. 

Mr. Roonry. How many people of your 42 have been assigned to 
this? 

Mr. Kirswner. 14, sir. 

We have attempted to work as close as possible with the small 
group there. 

Mr. Rooney. The question started with the words, “How many?” 

Mr. Kirsner. We have had two consultants and the Deputy Ad- 
ministrator and one other person permanently. 

Mr. Roonry. And they have all been working on the matter of war 
risk insurance for a year now? 

ae Krrsner. No, sir. The office has only been in existence 7 or 8 
months. 

Mr. Rooney. And in 7 or 8 months what have they done? 

Mr. Kirsner. We have reached the stage where we are now working 
out with the Department of Defense—— 

Mr. Rooney. What have they done? 

Mr. Kirsner. Mr. Chairman, as I stated before, we have brought 
in two consultants from the underwriters’ group of America. We 
have reached the point where the various—— 
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Mr. Roonry. What have you been doing for the past 7 or 8 month: 
is the question ? 

Mr. Kirsner. I am trying to explain that we have worked out to the 
point that we now have in position, the war risk insurance problem ; 
that after consultation with the Department of Defense we can put 
it on the shelf and bring it into being. 

Mr. Rooney. And with this staff it took 7 or 8 months to work it out / 
What was so involved about it ¢ 

Mr. Kirsner. The involvement was varied in that first of all we 
had to convince a group of the underwriters that we had a job to do. 
They did not want to come in to help us. 

Mr. Roonry. They could not believe it ? 

Mr. Kirsner. They went through the same situation in the last war. 

Mr. Roonry. But what is so difficult about it now / 

Mr. Kirsner. There is no difficulty. 

Mr. Rooney. So it took you 7 to 8 months. 

Mr. Kirsner. You have 331 planes in the Civil Air Industry which 
will be taken over by the Department of Defense which are classed by 
groups owned by various air lines and you must work out your con- 
tracts with each individual company. That has been where the work 
has come in. 

Mr. Roonry. I do not know up to now why we should vote to ap- 
propriate this money. 

Mr. Kirsner. Well, I think we have done a very fine job with a 
small group of employees. | 

Mi. Roose. You said that at the outset. But you have not ex- 
plained to my satisfaction just what you are doing. It took you 7 
or 8 months on this insurance. 

Mr. Kirsner. When it comes to working out insurance documents 
it is something that cannot be done in a matter of days. 


NO OTHER ACTIVITY IN COMMERCE DOING SIMILAR WORK 


Mr. Wuirren. Is there a similar unit in the Department of Com- 
merce that has carried on any type of related work! Are you regular 
employees of the Department before this work was set up? 

Mr. Kirsner. No, sir. This particular area here is purely a defense 
program. 


SOURCE OF PERSONNEL 


Mr. Wuirren. Where do the personnel come from ? 

Mr. Kirsner. This particular group of personnel were brought— 
one man came from the Air Coordinating Committee, the Adminis- 
trator of Defense Air Transportation is Gen. Ray Ireland, vice presi- 
dent of United Air Lines who has come in on WOC basis. This 
small group were gathered together from industry and as fast as this 
work is phased out, that is how fast we will phase out the entire pro- 


Mr. Wuirren. You have not reached the point where you can let 
anyone act ¢ 


AGREEMENT CONCERNING CIVIL-AIR TRANSPORT 


Mr. Kirsner. We have made one reduction. But I would say this 
that we hope within the fiscal year that we will have completed one 
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particular part and there is much more than war risk insurance. 
There is the agreement between Defense and Department of Com- 
merce on your civil air transport which is a very big area. Then we 
hav such things as tax amortization which covers the entire civil air 
program. 

NEED FOR COMPLETION NOW 


Mr. Wuirren. I still wonder if we could not very well go half 
the way now and all the way later. If we could not ask or assign the 
particular tasks to the departments who are closest to do this. The 
tendency to get through the job is very great. If the Department 
does it with the regular money and regular people they will get it 
done faster. As long as you get money from three or four sources 
the pressure is to get it done. The pressure to get it done money- 
wise—there is a tendency to hold it because it gives you three or four 
sheets to catch the money. As a matter of Government appropria- 
tion, I wonder if we cannot keep this and say to Commerce, “this is 
your job and you should do it.” And with regard to Agriculture the 
same thing, and put first things first. 

Mr. Kirsner. Mr. Whitten, we stated to the Secretary of Com- 
merce that it is our intention to get this particular defense area 
project on the shelf where it can be brought out on M-day and we have 
no intention of carrying on with this one day longer than is necessary 
to place it where it can be brought out. It is purely a planning 
organization. 

TAX AMORTIZATION APPLICATIONS 


Mr. Rooney. What about this paragraph entitled “Tax amortiza- 
tion” on page 82% Recommendations have been made on eight appli- 
cations. There will be primarily $175 million for flight equipment. 

Mr. Kirsner. Mr. Chairman, that has to do with civil air groups as 
an example. 

Mr. Rooney. Whose applications are the eight applications? 

Mr. Kirsner. I could not tell you, sir. 

Mr. Rooney. You have not got that information ? 

Mr. Kirsner. No. 

Mr. Rooney. $175 million worth of applications? 

Mr. Kirsner. American Air Lines would be one. 

Mr. Roonry. Pan-American ? 

Mr. Kirsner. No, sir. Pan-American is not in there. Eastern Air 
Lines would be another. United is another. 

Mr. Roonry. Aren’t some of them getting enough now in subsidies ? 

Mr. Kirsner. We will not approve any tax amortization without 
prior approval of the Department of Defense. The Flying Tigers 
came in for $7 million approximately 2 months ago for the purchase 
of new aircraft and though they saw it as a defense measure, we did 
not approve It. : 

Mr. Rooney. The airlines certainly know their way about. 

Mr. Krrsner. And the Defense Department refused to go along so 
Flying Tigers did not get their money ? : 

Mr. Forp. How many tax-amortization requests have been 
approved ? ; 
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— Kirsner. There have been on aircraft eight ; and aircraft spares 
three. 


Mr. Forp. Only eight applications have been approved, totaling 
$175,000,000 ? 
Mr. Kirsner. That is correct, sir. 


ACTIVITIES T) BE COMPLETED IN 1953 


Mr. Forv. Do I gather from your comments that it is fully expected 
that the functions of this agency will be completed at the end of the 
next fiscal year? 

Mr. Krirsner. We are very much certain of it. We do not know 
what will happen but if things continue as they are, our intention is to 
put this organization on the shelf when the work is completed. This 
may be difficult. But leaving a nucleus of four or five people whom 
you can work with come M-day who have their finger on the various 
areas if it is necessary then to enlarge, as it will be, you will have the 
nucleus to go on with. 


EFFECT OF CUT IN 1952 REQUEST 


Mr. Forp. There was a request for $150,000 and $120,000 in the 
personnel requirements estimated at that time at 14; and although a 
cut of $20,000 was made you were able to pay those 15 employees as of 
June 15, 1952. How did you achieve that with a cut of $20,000 in the 
budget ? ; 

Mr. Kirsner. In the first place, the money did not become available 
and we did not have the people on the payroll identical with it—with 
the number of people we have. 

We felt that by curtailing the personnel till June 30, 1953, we 
hoped to have sufficient money to carry on during the fiscal year. 

Mr. Forp. There was no ill effect in your Department from the 
reductions made in the budget last year. 

Mr. Kirsner. No. Simply because we did not get on with the job. 
The money was not available and we did not have the personnel so we 
had to delay the action. 

Mr. Forp. Did you accomplish substantially what the budget antici- 
pated you would when you requested $150,000 ? 

Mr. Kirsner. That is correct, once money became available. 

Mr. Forp. That is all. 

Mr. Wurtrren. Please submit to the committee a list of the airlines 
and the amount of tax amortization given to each and the basis in a 
concise form for granting it. 

Mr. Forp. And it might also show the ones that were rejected, if 
any. 

Mr. Wurrren. And you might also list any reductions. 

Mr. Netson. Would you like that in the record ? 

Mr. Wuirren. Submit it tc the committee and the committee will 
include it. 

Mr. Roorry. I think it should be in the record. 

(The information requested follows :) 
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Tax AMORTIZATION 


Pertinent factors regarding the tax-amortization certificates of necessity 
granted and denied by the Defense Production Administration on the basis 
of Defense Air Transportation Administration recommendations are as follows: 

In the Revenue Act of 1950, section 124A of the Internal Revenue Code was in- 
cluded for the purpose of aiding and encouraging the expansion of productive 
capacity by private industry if it was certified as necessary in the interest of 
national defense. 

The first requirement for a certificate is that the property to be amortized 
fall within an approved expansion program determined to be necessary for the 
national defense. In arriving at a goal for air transportation, two require- 
ments were considered, These were, first, the requirements of the Depart- 
ment of Defense for civil aircraft to supplement the strategic airlift requirement 
of the Armed Forces and, second, the operation of the remaining aircraft on 
domestic and international civil air routes to carry essential war-supporting 
traffic on a priority basis. 

However, not all aircraft in an approved program are certified. One of the 
exceptions is that when any property is acquired as a replacement for previous 
peacetime capacity, it is to be denied unless the replacement made is for air- 
craft withdrawn from commercial operation for direct military use, or for the 
estimated portion of a fleet acquired for increased capacity where a unit partly 
replaces peacetime capacity and purtly increases the total airlift available. 

Another exception is where such property is normally chargeable to current 
expenses. This includes spare parts which are not normally amortized such as 
the “nuts and bolts” which are used once and then thrown away. 

Another exception is used aircraft, where the plane is transferred from one 
company to another so that there is no net increase in capacity available for 
national defense purposes. 

Another exception is any property acquired prior to the effective date of the 
section 124A. 

In the applications reconimended for certification, it was determined that 
the aircraft requested were essential to the national defense of the country. It 
was determined that there was an insufficient supply of airlift to take care of both 
the military requirements and the remaining essential need for air transporta- 
tion; thus, the eight certificates approved were based on the above criteria. 

A small amount of the property applied for in the applications which were 
approved was excluded for the reasons stated in the exceptions above. In 
addition Chicago & Southern’s application was denied because it was con- 
sidered as replacement for normal peacetime planes and Capital Airlines’ ap- 
plication was denied because it was in part replacement and part used aircraft. 

In all tax amortization certificates, it is general that only a percentage of the 
total be certified. The determination of this percentage is based on a number of 
factors, one of the most important of which is an estimate as to the economic 
usefulness of the facility after the 5-year period. In the case of aircraft, this 
percentage has been set at SO percent. For all applications approved therefor, 
benefits are granted for only 80 percent of the full amount approved. 

It should also be pointed out that the benefits to the air carriers, and corre- 
spondingly the cost to the Government of the certification is very small compared 
to the face value of the certificate. Suppose we have an airplane worth $1 
million. Normally it would be depreciated on the carrier’s books at 7 years, 
or an annual depreciation of $142,857. Now suppose that it were granted a 
tax amortization certificate at SO percent for 5 years. This would amount to a 
depreciation of $800,000 in 5 years, or an annual depreciation allowable for tax 
purposes of $160,000. The net increase in cost allowable for tax purposes per 
year is therefore $17,143 or a total in the 5-year period of $85,715. Of this in- 
crease in cost, in turn, only a percentage would have been taxed. If the tax 
rate on this amount were, for example, 60 percent, the net saving to the air 
earrier and the net cost to the Government would be $51,429. This is slightly 
over 5 percent of the million dollar certificate originally granted. 
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Tax amortization certificaies of necessity granted and denied by DPA on basis of 
data recommendations 











: Amount Amount 
Carrier requested granted | Date Aircraft 

American. .-..--....-. $2, 613, 636 $2, 604, 554 | Dec. 21,1951 | 5 CV-240. 

J) ee ee 64, 788, 898 61, 653,593 | Jan. 5,1952 | 10 L-1049, 26 L-749A, 40 M~-404 and 
spares. 

National. .-..-...-..- 3, 642, 159 3, 642,159 | Jan. 9,1952 | 4DC-6, 

, ENR 890, 837 890,837 | Feb. 8, 1952 | 1 DC-6. 

| SRE: 5, 500, 000 5, 500,000 | Feb. 11,1952 | 10 CV-340. 

American. -........- 18, 908, 280 18, 852,280 | Feb 29, 1952 | 17 DC-6B and spares. 

Eastern. --.......-.- 80, 377, 731 78, 435, 790 |... .. do._......| 30 L-1049, 60 M-404 and spares. 

3. 7 RReRRRa es. 7, 261, 103 yg ea eG 5 L-649, 1 L-749 and spares. 

CON. 6 nk 4, 191, 134 DEE NER aT 5 L-049. 

I oct cio 188, 173, 778 171, 579, 213 |..... sisabigts ecieiiil tin 
Total 80 percent .....|..........--.- i I Recetas one huine-oe ’ 

















1 The facilities for which certificates were issued were valued at $171,579,213, or 91.2 percent of the amount 
— Since each certificate was issued to cover only 80 percent of the facilities’ value, the estimated 
ue on which tax benefits were granted was $137,263,370, or 72.9 percent of the amount requested. 


Orrice or INDUSTRY AND COMMERCE 


Mr. Rooney. The final item is on page 85, “Office of Industry and 
Commerce.” 
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Mr. Roonry. Twelve employees, a request for funds to the extent 
of $60,000. What is the need for these funds ? 








PROGRAM OBJECTIVES 





Mr. McCoy. May I answer that specifically by referring to the 7 
projects before this committee. These funds are required to enable — 
this office to carry out its responsibility under the industry dispersion 
program initiated by order of the President in fiscal 1952. The objec- 
tive of this program is to give relative security from atom-bomb attack 

to the new production capacity now being installed, some of which 
has Federal Government aid. It calls for location of new plants at 

10 miles from the potential air targets of our densely populated and 
highly concentrated industrial areas in our larger cities and is in 
accordance with procedures worked out with the National Security 
Resources Board, the Office of Defense Mobilization, the Defense Pro- 
duction Administration and the Munitions Board. 

The new facilities primarily concerned are those that are for the 
expansion of military or defense supporting production which are 
to be located at least 10 miles from great concentrations of produc- 
tion or concentrations of population. 

Our part in it istwofold. First, we are to advise communities with 
respect to setting up industrial dispersion committees and giving them 
technical instruction and guidance on how to go about the job, and 
second, after these communities present their industrial dispersion 
program we review it and see that it conforms to the standards set 
up and so certify it to the Defense Agencies, particularly the Defense 
Production Administration which passes upon the tax amortization 
and loans for new industrial facilities. 

Among other qualifications before a firm can get tax amortization or 
a Government loan it must qualify with respect to these security 
matters. 


























NEED FOR SEPARATE UNIT 


Mr. Roonry. Why can’t these things be handled with the regular 
appropriations and regular staff? 

Mr. McCoy. The Area Development Division in the Office of Indus- 
try and Commerce, has eight people on the staff at the present time. 
We are continuing the program of assisting communities with their 
general industrial and economic development work and I do not see 
how we could withdraw from the river basin program, to which we 
are contributing enough people to do this job without curtailing the 
other work. We have our own work in the Department of Commerce 
to maintain with other agencies on the river basin program in order 
that we can come in with our assigned share of the reports. 

Mr. Rooney. You would not necessarily have to take them from 
the group that is handling the river basin development program. 

Mr. McCoy. I have no other place to take them except from the 
Commodity Standards Division which is, I believe, at an absolute 
minimum in connection with the programs we have had going during 
2 years and which we are under obligation to complete, in view of the 
work we have put in and industry has put in. We have used as an 
average for the current fiscal year, or we have had an average, of only 
three people on this industrial dispersion work who have been spend- 
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ing their time fully in consultation with communities—some 50 of 
them—which have organized Industrial Dispersion Committees and 
are preparing their plans so they can qualify for new plants which 
will meet the dispersal standards. 

This book that has just been printed is a rather complete and de- 
tailed guide to the community as to how to go about doing this job. 
When submitted, we will review these projects to see if they qualify 
according to the standards outlined in the guide book. 

I do not anticrpate that this project will go beyond the next fiscal 
vear. 

POWER OF OFFICE OF INDUSTRY AND COMMERCE 


Mr. Wurrren. Do you just have a veto power on tax amortization 
or power to approve critical materials; or are you just strictly there 
to make recommendations ¢ 

Mr. McCoy. This particular division has no veto power. I may 
say that the main responsibility for this program rests upon the com- 
munities themselves. When they submit their study and analysis, 
we review it. If we find-they have not done the job correctly with 
respect to properly locating potential industrial sites with respect to 
concentration, and indicate the location for new plants other than 
according to these standards, we simply advise what to do and they 
work it out to our mutual satisfaction. But we have no veto power. 
If there is a veto power with respect to the location of the plant it is 
in DPA where the location must be satisfactory to be eligible for loans 
and tax amortization. 

Mr. Wuirren. They have to pass you to get it ? 

Mr. McCoy. Yes, sir. 


EVIDENCE OF ACCOMPLISH MENTS 


Mr. Forp. Have you had any concrete evidence on work that you 
are doing? In other words have communities actually done some- 
thing themselves to encourage a plant to locate in one of these places 
following your suggestions / 

Mr. McCoy. I could not give you an example of it. Some 60 com- 
munities have organized committees and it is to their interest to do it 
so they can tell the prospective owners of businesses of suitable loca- 
tions to meet these requirements. 


INCENTIVE FOR LOCATION 


Mr. Wutrren. What is the incentive? 

Mr. McCoy. First, that the community has an area which can re- 
ceive new industrial plants of this character and meet the security re- 
quirements for dispersal. That is a definite incentive for the com- 
munity to make a survey. Second, the community can advertise that 
it has industrial locations available which comply with the dispersal 
program and thus attract new industries to the region. 

Mr. Wuirren. If they have done that, is that helpful to them? 

Mr. McCoy. Very definitely. 

Mr. Wuirren. In getting war contracts or tax amortizations or 
any other compensation ? 


2085 3—52-—-pt. 2--—-12 
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Mr. McCoy. It does qualify a firm which accepts one of these loca. 
tions and thus meets this part of the qualifications for tax amortiza- 
tion and other assistance. 

Mr. Wuirren. Do you know of a specifie case where it has been 
advantageous to a community or a concern ¢ 

Mr. McCoy. I could not answer that specifically to say I can iden- 
tify a community which has gone through this procedure and has 


secured something they might not have otherwise obtained. 
Mr. Wurrren. That is all. 








Wepnespay, June 18, 1952. 
FEDERAL SECURITY AGENCY 
WITNESSES 


EDMUND BAXTER, CHIEF, OFFICE OF MATERIALS REQUIREMENTS 
RALL I. GRIGSBY, DEPUTY COMMISSIONER, OFFICE OF EDUCATION 


W. E. GELBERTSON, CHIEF, DIVISION OF CIVILIAN HEALTH 
REQUIREMENTS 


SALARIES AND EXPENSES, Derenset Propucrion AcrTIvITiIEs 


Amounts available for obligation 








| | | 
| 1951 actual | 29eR estimate | 1088 eatimate 





i cin aiitatceib demietus $400, 000 $545, 000 
Transferred (pursuant to Public Law 253) from— j | 
“Salaries, expenses, and grants, National Cancer Insti- 
tute, Public Health Service” 





i Ue wabdncncn na todpnaseuueswus <3 eae: 
“Control of tuberculosis, Public Health Service’... ...|.-.....--_-_-- oF epee 
“Control of venereal diseases, Public Health Service’’__.-_ |... ......... ol 18, Gee 1......-.4~-=.- 
“Assistance to States, general, Public Health Service” __- 20! ont 000 |. 

“Control of communicable diseases, Public Health Serv- j 

GONE nin ck iis tere a ance ahs elite Skaikgs o cloeatnaAb ad ionia-wdiew ona co aronoeecn ca MED Tovccecdekens 
“Commissioned officers’ pay, and so forth, Public Health | | 

>. gS) FERS ee Rk ER RRS Uae RID ee | __ RSPERCEIR 
“Salaries and’ expenses, Bureau of Public — } 

Social Security Administration”... ..................-- ae eee OD Fe sene> 

Adjusted appropriation or estimate .___..............- cubidlseidahnen 690, 000 | 545, 000 
Reimbursements from other accounts--____...........-..---.. hed BR Ne 2 3, 713 





SEE RECS Ree Coe SFR BRN pRC une So, 693, 713 545, 000 
Comparative transfer from “Expenses of defense production, } 
Executive Office of the President” } 





Total obligations , 545, 





Obligations by activities 
Claimant agency functions: 
951 


tii he thnk dik otha nit deinee aa E eee te tik’ aut BEE fs o's os $19, 693 
DE ee ingen sin thsiainin + oo oka pete Gens abe eat babies Deak e 693, 713 
GOO ese Abaco el a Se Casein cee SLL Ue 545, 000 
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Obligations by objects 
















Object classification 1951 actual | 1952 estimate | 1953 estimate 


| 








Total number of permanent positions _-.---...-.----.....--- 6 129 110 
Full-time equivalent of all other positions... -....-.-...-...--.|.-------..- 2 1 
Average number of all employees... ......-.--...-.---------- 2 119 
4verage salaries and grades: 
General schedule grades: 
Average salary.__-_--._-...--.----- Ap os PRES $6, 925 $5, 077 $5, 11 
SES ERT OS Se Ee Oe vas GS-10.1 GS-7.3 GS-7. 





01 Personal services: 














Permanent positions... -.-..-....-.--.-.--- $614, 101 $506, 474 
Part-time and temporary positions _.-_---- 3, 761 761 
Regular pay in excess of 52-week base__.______._______| 2, 295 2,177 
Payment above basic rates..............---- iia nih | Sep ee aS 9, 436 3,000 

Total personal services... ..---..-.--.-..--------------- 15, 232 629, 593 512, 412 

@2 Travel...__.__- ee ES teas een w, | 465 14, 648 8, 545 
08 Transportation of things ---- Th aE Ra a PEN VEE A, | Smid alee dem 3, 333 1,017 
04 Communication services. - snlechch retodewen dain thi Rapa adeno 5, 710 4, 65 
06 Printing and reproduction..__-_. ps yh Rana | 75 11, 227 6, 000 
07 Other contractual services --...-------- ; wan ednn een a n|ennene- ses ; 3, 015 1,340 
08 Supplies and materials_..._... garbarigkianbsketaentkaaal 3, 896 12, 415 7, 57: 
09 Equipment... dota ddan snes seckss Sid aid hese Wis BERETS BOSSES 10, 281 290 
TR EY Es, BS Peer: eerie ee | 25 3, 491 3, 164 
gis ipa ee dibigndecnsenmina a dandend 19, 693 693, 713 545, 000 











Analysis of erpenditures 





| 
1951 actual | 1952 estimate | 1953 estimate 
| 

















| 
Unliquidated obligations, start of year... ..........-....-.--.- ‘SRP ae Eee SE enn ac} $34, 800 
Obligations incurred during the year_.............--.-- A Ee teria $693, 713 | 545, 000 
Be ot 693, 713 | 579, 800 
Deduct: 
Reimbursable obligations. _--.....-- ERE. ee ten oes Fe Le UR >; 5 eens 
Unliquidated obligations, end of year. -_--_..-.-.-.--.-.-.-|-.---------- : 34, 800 | 27,000 
REDE TIT SCR TO POOR, YS a 655, 200 | 552, 800 
Expenditures are distributed as follows: 
ne sd. L, cwacnancaueausnuinebhacseceress | 655, 200 518, 800 
Out of prior authorizations ____ Rr pares eS VAN: Tie SR TRGB Rea 34, 000 





DEFENSE ROLE OF FSA 


Mr. Wurrren. Mr. Baxter, I notice you are in charge of the presen- 
tation on behalf of the Federal Security Agency for its requests for 
the next fiscal year for the Office of Defense Production Activities. 

Briefly, what part do the various agencies within the Federal Se- 
curity Agency do with respect to the national defense ? 

Mr. Baxrer. Basically, we have two delegations from NPA and 
DPA. One with reference to equipment and supplies and the general 
claimant agency functions, and the other one gives us complete respon- 
sibility for construction of schools and hospitals. 

In the equipment and supply field we work through NPA to get 
priorities. If I might, I should like to continue with some brief 
remarks. 

Mr. Wurrren. If you have a general statement you might go ahead 
and we will follow it. 


GENERAL STATEMENT 


Mr. Baxter. We think there are five basic considerations which are 
important in the administration of our defense production activities 
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or claimant agency functions. First, we represent the interests of 
more than 100,000 community agencies and institutions. Second, the 
need for school and hospital facilities is currently at an all-time aeek, 
mainly because of the Nation’s large population growth and the shifts 
in population. Third, the institutions and community agencies which 
we represent are usually very small in size and they of necessity must 
depend largely upon us to represent them in their problems under the 
controlled materials plan. 

Fourth, we consider the necessity of utilizing the available supply 
of materials for the most essential projects as a most basic factor. In 
this process we have to evaluate all proposals from all the institutions 
throughout the country. We have to screen very carefully all applica- 
tions. We have to schedule the allocations in such a way that the 
material will be used as supplied and not placed in storage. And 
perhaps most important it is necessary as long as there is a shortage of 
materials to promote conservation and to apply conservation measures. 

Finally, and perhaps most important, it is our conviction that we: 
must give prompt and efficient service to the communities which are 
constructing or operating educational or health facilities. 

The latest data we have shows that health and education embrace 
approximately 10 percent of all the Nation’s construction of all types 
and that an annual expenditure of about $3 billion is being currently 
required for these facilities. So, the action that we take or we might 
fail to take with respect to materials allocation will determine whether 
we will get classrooms that are urgently needed and whether hospitali- 
zation will be available to those who need it most. 

A delay in the handling of an application can have a most detri- 
mental and serious effect both with respect to the availability of the 
facilities and with regard to their cost. In our experience we have 
found that construction costs skyrocket when there are delays and 
stoppages and when there is uncertainty with regard to materials. 
Our estimate will show that the funds requested for 1953 are ap- 
proximately $150,000 less than the funds actually spent during fiscal 
1952. 


ESTIMATE PREPARED ON BASIS OF CONTINUED STEEL PRODUCTION 


This estimate was assembled and acted upon, unfortunately, at a 
time when steel production seemed to be assured and on the assumption 
that decontrol measures would be instituted in the next few weeks. 
These decontrol measures would have been reflected in the workload. 
As of today, however, we have no assurance that a decontrol program 
can be carried out during fiscal 1953; and we are faced with the 
probability that our workload will not be materially reduced, if it is re- 
duced at all. Facing that prospect it will be very difficult for the 
agency to properly discharge its responsibilities within the appro- 
priation that we are presenting for your consideration. 

In summary, gentlemen, I would like to show you this chart, illus- 
trating materials conservation which I think shows better than any- 
thing else I can present, exactly what we are doing. It is also some- 
thing we are trying to do more of—materials conservation. The area 
marked “A,” the white area, shows the construction that normally 
would be possible without any conservation and with normal unre- 
stricted use of materials. 
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‘The upper part B shows the additional schoolrooms provided by 
«conservation practices and part C shows the applications for which 
no allocations can be made and which have not been made. I think 
that concludes my remarks. 


DIFFERENT PHASES OF OPERATIONS 


Mr. Wutrren. So in your various works in connection with the 
Federal Security Agency you have how many different phases—hos- 
pital facilities now under public health service, schools—under the 
Office of Education and the Office of the Administrator. Is that latter 
supervising action ? 

Mr. Baxter. We like to call it a coordinating office. I wish to in- 
troduce Dr. Grigsby, the Deputy Commissioner of the Office of Edu- 
cation together with Mr. T. L. Roswell, Associate Director Civilian 
Education Requirements Division; Mr. R. L. Harlow, Chief Finance 
Officer, Public Health Service; and Mr. W. E. Gilbertson, Chief of the 
Division of Civilian Health Requirements. 

You may want to direct some questions to them. 

Mr. Wuirren. I would like the record to show the number of regu- 
lar employees and how many extra you have in connection with this 
phase of your work. Then I would like for the record to show the 
number of applications with regard to the different schools; how many 
‘have been acted on favorably. In other words, I want the volume of 
your work for the preceding year and what is contemplated for the 
coming year. 

(The information requested is as follows :) 


Claimant agency program 


1. Total number of applications for construction permits and materials alloca- 
tions received during fiscal year 1952 : 


I REESE ES SE ES CREE EE OF See eee ee OORT 2, 350 
a RAH RE EAL et I 2 ENE TESS Ae cen a tee e AE 11, 001 
(ES EPS IERER GEASS Bee ea ae ele vase Ar eae CR ee Ae ae 13, 351 


2. Total number of applications received during fiscal year 1952 for which materials — ULE. 
were allocated : 














Public Health Service ina _--. 2,200 
ORI I ceed hn rat ae elena lish enidihadesinccepedinementnsipeiuieamensnpemiantene sak 10, 531 
Agency total maiag 12, 821 

-3. Bstimated number of project applications to be acted upon in fiseal year 1953 : ag Peta 
EE. _. ERO Aisa SA ARSE eR eH SPREE Aeneas Deena 2, 350 

Office of Education ~ 13,150 
Agency total_._.__ ‘oan be PE AM nn a NOPD RT 15, 500 
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Employees utilized during fiscal year 1952 or claimant agency program 
1. Number of employees paid from claimant agency funds: 


Cee eee ies tal wee SR LEES Lape nash cticckabasewep eine 49 
es SS EGE LE SSR Og PSL Sieh Ges ts Sep 5 GARR Ry cork en CST eRe 7 
Office of the Administrator ____--.__- sh Selec <Lillaghbtim ced ack gala Ss asec Rel pilaa dat dl ein SR cad 10 

i acc atics cmatnarg ow en akecrghe anes ees oe DROS E NS SEs big: Selena bideletivadinid 129 


2. Number of additional employees whose services were utilized in claimant agency functions, but 
who were not paid from claimant agency funds: 

















Part-time Full-time 
OR SEER ER EA = et CERISE Se ea 32 0 
DGGE NON fsck hess ee thes 20 2 
COUROD OE UND PRCAOIIIOTOINOR Son nn ewe ememencicncnn ae ll 0 
ae tr 63 2 65 


| 





Summary of actions taken by Public Health Service on medical equipment and supplies 


Assistance to hospitals and health facilities in obtaining priorities and directives... ..........cases.. 1, 200 
Assistance to industries in production and expansion problems. -___..-..-.....-..---- PBS. ee 
Statements to DPA-NPA of civilian requirements_____..._........_........-.----- determinations. - 19 
Policy determinations affecting civilian health submitted to DPA-NPA__..-_....__--_--.- actions.. 70% 


Nore.—It is estimated that the Public Health Service will be required to act in 1953 on more than 2,000 
requests for priority assistance with respect to medical equipment and supplies. 


DEFENSE ACTIVITIES 


Your activities are two. As a claimant agency, you prepare and 
compile the needs of these various activities and present them as 
forcefully as you can by their appropriate relation to the over-all 
supply of material it takes. 

Mr. Baxter. That is right, sir. 

Mr. Wuirren. That information, except for going down and mak- 
ing extra copies for DPA, is the material which your agency normally 
would have. 

Mr. Baxrer. No, sir. Unfortunately, or maybe fortunately, that 
is not the case. At the beginning of this program we had hoped 
that we would have some very basic data that would be satisfactory 
and the agency has had some of the information readily at hand. 
But with the material situation being as stringent as it was, we had to 
change our system to get our estimates on a project-by-project: basis. 
So, we have used the regular channels of the agency, the Public 
Health Service and the Office of Education, and have.drawn.on them, 
but they have had to go to the projects themselves for complete 
information. 

Mr. Wuirren. Don’t you think the amount of money involved is 
not much when compared with other similar operations; but don’t 
you think it could be done with the regular agencies and employees 
who are in the field and having set up plans and the channels moving’ 
Don’t you think the committee of Congress should say, It is a good 
job now. Go right along and do it. 

Mr. Baxter. Of course, we have been doing a great deal of that. 
Right now we are getting services from the Agency and we are 
getting the help of regional directors and other field personnel. 

Mr. Wuirren. You mention that this budget was set up at a time 
when you thought the material situation was going to be improved. 
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It is still contingent oo the need for controls and that type of thing. 
Should the picture change and the materials become available you 
would then have no need for this special program. 

Mr. Baxter. If there were adequate materials for unrestricted use 
we would welcome such a situation. 


CRITERIA USED IN EVALUATING HEALTH AND SCHOOL FACILITY 
CONSTRUCTION 


Mr. Wurrren. And you also have the authority, then, with regard 
to hospitalization and things of that sort. What criteria do you 
use, and if you do not have it in detail, I wish you would place it 
in the record with respect to supply facilities and other facilities. 

Mr. Baxter. We do feel that we have done a good job in that respect 
with the aid of Congress and with the aid of the school people and 
the hospital people and with the sympathetic understanding of DPA. 
We have gotten a level of allocation or allotment that has permitted 
school and hospital construction to move ahead very well in relation 
to the total situation. That condition has resulted in part from our 
conservation program in which we have not only taken administrative 
action on applications but we have also gotten out recommendations 
and suggested methods of saving materials which have been sent to 
school boards and architects and hospitals. 

(The information requested follows :) 


















I. UNDERWAY PROJECTS 


Based on the assumption that sufficient materials will be made available by the 
Defense Production Administration, construction projects which have been given 
approved construction schedules and allotments will continue to be supported. 


Il NEW PROJECTS 


The following criteria are applied when classifying proposed new projects: 

Four major factors of essentiality are considered in evaluating each project. 
Each major factor is broken down into four subfactors, depending on the relative 
degree of importance, and points are given on that basis as follows: 

(a) Degree of need.—Highest priority is given to projects in areas having the 
greatest need. In the case of hospital projects which add or maintain beds, 
the bed need met in the area is the determining factor. For other types of proj- 
ects, the degree to which the particular need has been met by the existing com- 
parable facilities in the area is the determining factor. Highest priority is 
given, depending on the percentage of need met, in the following order: (1) 0-25, 
(2) 26-50, (3) 51-75, (4) 76-100. 

(b) The relationship to the defense effort—Highest priority is given, in the 
following order, to projects in: 

1. Public Law 139 and Public Law 96 critical defense areas; or which have 
a clear and direct relationship to national defense. 

2. Heavily industralized defense production areas. 

3. Moderately industrialized defense production areas. 

4. Other areas. 

(e) Type of medical or health service rendered.—Highest priority is given, 
in the following order, to projects for: 

1. General hospitals and directly related facilities. 

2. Other hospitals (such as TB, mental, chronic disease, etc.) 

5. Medical research centers, public health centers, clinics, and health labora- 
tories. 

4. Nursing homes which provide medical care; incinerators. 

(d) Type of construetion (repairs, additions, etc.) —Highest priority is given 
in the following order: 

1. Emergency repairs, renovations, and replacements which maintain beds or 
direct health services. 
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2. Other repairs, renovations, and replacements which are required to main- 


tain beds or direct health services. 
3. Additions or new buildings which add beds or add direct health services, 


4. All others which improve services but which do not add or maintain beds or a 


provide direct health services. 

“Emergency” is defined as damage or destruction by fire, flood, storm, etce., or 
condemnation by an official agency such as the fire marshal or an insurance 
underwviter. 

Projects which “maintain beds or direct health services” include, but are not 
limited to, medical research projects, teaching facilities, clinics, laboratories, 
delivery suites, operating rooms, X-ray departments, dietary departments, refuse 
incinerators, power and boiler plants, etc. 

Projects which “do not add or maintain beds or provide direct health services” 
include, but are not limited to, laundries, roadway lighting, garages, storage 
buildings, living quarters, administrative offices, auditoriyms, gymnasiums, swim- 
ming pools, and other recreational facilities. 


CRITERIA GOVERNING ALLOCATIONS FOR ELEMENTARY AND SECONDARY SCHOOL 
CONSTRUCTION 


1. Continuation of construction of projects for which construction schedules 
and supporting allotments have previously been approved. 

*2. Authorization to commence construction in current or subsequent quarters 
of projects having a clear and direct relationship to national defense; e. g., 
elementary and secondary schools in areas certified as critical defense housing 
areas under Public Law 139. 

*3. Authorization to commence construction in current or subsequent quarters 
of projects to replace elementary and secondary schools, destroyed by calamity ; 
e. g., Schools destroyed by fire, flood, tornadoes (or where eviction notice has been 
received as a result of condemnation). 

*4. Authorization to commence construction in current or subsequent quarters 
of projects to relieve overcrowding; e. g.: 

(a) If school is 100 percent or more overcrowded, i. e., 100 percent of children 
enrolled are on split sessions or 50 percent of enrollment is in improvised housing. 

(%) If school has some substantial part of enrollment on double sessions or in 
improvised housing, but less than (a). 

(c) If school is presently filled to capacity or beyond, but no double sessions 
are yet operating or improvised quarters beimg used. Objective evidence of 
imminent greater overcrowding is shown. 

*5. Authorization to commence construction in current or subsequent quarters 
of projects primarily to improve instruction and operation efficiency or to reduce 
the financial burden on the community; e. g.: 

(a) Special classroom or laboratory facilities, consolidated rural schools, 

(b) All other types of facilities. 


CRITERIA GOVERNING ALLOCATIONS FOR HIGHER EDUCATION AND LIBRARY 
CONSTRUCTION 


1. Continuation of construction of projects.for which construction schedules 
and stpporting allotments have previously been approved. 

*2. Authorization to commence construction in current or subsequent quar- 
ters of projects having a clear and direct relationship to national defense ; e. g.: 

(a) Research and directly related facilities without which the success of 
research projects having the direct support of the Department of Defense and 
the Atomic Energy Commission would be jeopardized. 

(6) Facilities for training scarce technical and professional personnel if such 
facilities will permit substantial expansion in enrollment; e. g. medical and 
dental schools (cf. U. S. Department of Commerce's “List of Essential Activities” 
and U. S. Department of Labor’s “List of Critical Occupations” ). 

* 3. Authorization to commence construction in current or subsequent quarters 
of projects to replace facilities destroyed by flood, fire, tornadoes, ete. 


*Applications for new starts (Form CMP-4C) are first classified as to urgency of need 
in terms of the above categories. ‘They are then screened as respects the economical use 
of steel, copper, and aluminum consistent with sound wenattuation standards before au- 
anu to commence construction and allotment of materials is issued on Form 
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*4, Authorization to commence construction in current or subsequent quarters 
of projects to relieve overcrowded conditions ; e. g.: 

(a) Essential classroom, laboratory, student or faculty housing and support- 
ing utilities installations. 

(b) Libraries, other than seheol or college libraries, in areas certified as criti- 
cal defense housing areas under Public Law 139. 

*5. Authorization to commence construction in current or subsequent quar- 
ters of projects primarily to-improve operating efficiency ; e. g.: 

(a) All other higher education projects, excluding that listed in table I 
of NPA Order M-4A unless the Office of Education has made an exception under 
its delegation. 

(b) All other library projects. 

Mr. Wurrren. In considering the criteria and in improving the 
hospitals and schools is there usually someone in Congress to help 
you out? 

Mr. Baxrer. They don’t let us down. 

Mr. Gitpertson. In connection with that point, you asked about-the 
question of being in a position to approve or disapprove a project 
that may be submitted by a local community. 

Mr. Wurrren. I do not mean you can do that haphazardly but you 
must use discretion. 


COOPERATION OF STATE AGENCIES 


Mr. Gitzertson. In that connection you may be interested in know- 
ing we have used hospital plans which each State has prepared. All 
of these applications in the health field were processed through the 
State hospital planning and constfuction agency, whére their reeom- 
mendations are given on the projects. We have taken this into full 
account in approving or deferring projects, as the case may be. 

Mr. Wurrren. The departments within the State? 

Mr. Ginpertson. We have had very excellent collaboration in get- 
ting very close to the real needs within the local areas. 

Mr. Wurrren. You work a little on a percentage basis. How do 
you envisage that as compared with the present year ¢ 


EXPECTED INCREASE IN CONSTRUCTION IN 1953 


Mr. Baxvér. Mr. Chairman, I think if controls remain about as 
they are our workload would be approximately the same although it 
looks like in fiscal 1953 we will have an increasing amount of con- 
struction because, as you know, there has been a record birth rate and 
the war babies are starting to school; the growth of the population 
and movement of population is requiring additional hospital faemli- 
ties. Of course we already had a great shortage. 

Mr. Wurrren. And the higher national income is enabling many 
municipalities and others, to expand facilities that have been needed 
many years. Isn’t that true? 

Mr. Baxter. Quite true. 

Mr. Wurrren. It makes it difficult in view of the over-all material 
situation to arrive at a conclusion as to your next move. You have 
that problem and we have it. 





*Applications for new starts (Form CMP-4C) are first classified as to urgency of need 
in terms of the above categories. They are then screened as respects the economical use of 
steel, copper, and aluminum consistent with sound construction standards before authori- 
zation to commence construction and allotment of materials is issued on Form CMP-13. 
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Mr. Baxter. We think this is an extremely conservative estimate. 
I think we will have difficulty doing the right kind of a job. 


CIVILIAN EDUCATION REQUIREMENTS 


Mr. Wuirten. Civilian education requirements. What does that 
title include? 

' Dr. Griessy. That implies that the responsibility has been dele- 
gated to the Office of Education by the Federal Security Administra- 
tor originally. 

Mr. Wuirren. Civilian education. Is that your colleges? 

Dr. Griessy. That is right. I think that term “civilian” is used 
to indicate it is part of the civilian economy for which the responsi- 
bility to act as claimant has been delegated to the Federal Security 
Agency and by redelegation to the Office of Education. 

Mr. Wurrren. If you will put the information on the earlier re- 
quests showing the volume by segments and the other information, 
I think that will be all for me. 

Mr. Baxter. We will be glad to. 

(See table on p. 179.) 


OPERATING ON FUNDS PROVIDED FOR 1952 


Mr. Forp. I think the record should indicate that your office has 
done a good job and apparently you had enough money to do the job. 
That brings up this point. The budget request for the current fiscal 
year was for $1,200,000. Congress in its wisdom or lack of it appro- 
priated $690,000. How do you account for the fact that you did a 
good job with far less than what you requested a year ago? 

Mr. Baxter. That is not a simple question to answer, perhaps. 
I think one of the factors is that we a have done a much better job 
and possibly could have built even more facilities with our materials 
allocation if we could have had people in the field. We would have 
avoided some of these delays that unfortunately did occur. For 
example, people are inclined to come into Washington and inquire 
about their project—if you do not have any contact with them in the 
field. Well, the rush of visitors has sometimes retarded the work and 
if we had had a regular and close relationship throughout the field 
with the school and hospital people I think we might have gotten 
even more facilities and more conservation with the amounts of ma- 
terials that were available. 

Mr. Forp. You would not have got any more critical materials 
however ¢ 

Mr. Baxter. I do not think so, sir. But we would have been able to 
do a better job in our relationships with the projects and the school and 
hospital people and would have gotten more conservation and more 
buildings with the same amount of material. 

Mr. Forp. It would seem rather amazing, the substantial reduction 
made in the budget and still everyone that I have ever had time to talk 
with was very pleased with the replies they got from you. 

Mr. Baxter. We have thrown in some other agency resources and 
they have been effective. We appreciate hearing your remarks. 

Mr. Griessy. After the program got shaken down by the fourth 
calendar quarter of last year we were beginning to do a good job. 
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We were doing a very poor job during the third quarter. We had 
the problem of recruiting staff with the funds available and we were 
in the position of having the responsibility without having the funds 
available. Certainly this is true in the face of types of persons to 
whom we could assign this responsibility to carry on. Smemeguentty, 
we were pretty busy for a while there in the third quarter simply 
handling inquiries from the Congress and from the field which affected 
our ability to act on the applications before us. You indicate that 
$1,200,000 is more than the program would have required to operate 
on a minimum basis. I think we have done a fairly satisfactory job 
on the level of funds available to us through the Federal Security 
Agency. 

Mr. Forp. There is not a comparable leeway in the budget. proposed 
for next year. Is there? 

Mr. Baxter. No, sir. 

Mr. Wurrren. Gentlemen, that will be all. We all feel this unit 
has done a good job in handling its activities. 

Mr. Baxter. Thank you very much, sir. 


Tuorspay, Junp 19, 1952. 
DEPARTMENT OF INTERIOR 
WITNESSES 


RICHARD D. SEARLES, UNDER SECRETARY 
ALFRED C. WOLF, ACTING EXECUTIVE ASSISTANT TO SECRETARY 


CHARLES CONNOR, ADMINISTRATOR, DEFENSE SOLID FUELS 
ADMINISTRATION 


LAWRENCE SMITH, ADMINISTRATIVE OFFICER, DEFENSE SOLID 
FUELS ADMINISTRATION 

E. J.DRYER, DEPUTY ADMINISTRATOR, DEFENSE ELECTRIC POWER 
ADMINISTRATION 

J. ED. WARREN, DEPUTY ADMINISTRATOR, PETROLEUM ADMINIS- 
TRATION FOR DEFENSE 

NORWYN W. WILSON, BUDGET OFFICER, PETROLEUM ADMINISTRA 
TION FOR DEFENSE 
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LARIES AND ExpEeNsES, DeFENsE Propuctrion Acrivitigs 


Amounts available for obligation 













































































1951 actual | 1952 estimate | 1953 estimate 
Sperupsietion ot. SESE aaa Te oer e TaN, Lae ee: $5, 235, 000 $4, 000, 000 
to “Salaries and expenses, Defense Materials 
pre Agency,’’ pursuant to Executive Order 10281___|.............. —400, 000 j........-... 
Transferred from— 
“Construction and rehabilitation, Bureau of: Reclama- 
tion,” pureuent to Pabioiaw No. 253. ....... ..- 4... +5 ]-s-0nnse---- 150, 000 |.......... 
“General administrative expenses, Fish _— Wildlife 
Service,” pursuant to Public Law No. 253__........----|.-.--.-....-.. eS eee 
“Management of resources, + and Widlite Service,”’ 
es i Se Oa Ore Saieray eee rare 8,400 |.......- 
“Conservation and Pe ae anh of mineral resources, 
Bureau of Mines,”’ pursuant to Public Law No. 253_...._)_.........__.- 44, 000 4... 
Adjusted appropriation or estimate (obligations 
EERIE ER IRS PE RET CPE Cae 5, 089, 900 4,000, 000 
Comparative transfer from ‘‘Expenses of defense production, 
Executive Office of the President, 1951’’.._._-......_.......- Cer ane 4. a... .- 
Comparative transfer to “Salaries and expenses, Defense 
pincerems Tecowrement Agenoy’”” - o-oo ene $300, 000) .-.--<-.-.--.. 
MN cc nr ee | 2,950,346 | 4-820, 900 | 4,000, 000 
i 
Obligations by activities 
—— 
Description 1951 actual | 1952estimate 1953 estimate 
| 
1. Office of the Secretary, Defense Production Staff__._..._... $177, 356 $232, 200 $189, 000 
2. Defense Solid Fuels Administration .._....._.............-- 320, 448, 400 430, 000: 
3. Defense Elestri¢ Power Administration __._.._. 422, 242 996, 600 954, 000 
4. Defense Minerals Exploration Administration _- 952, 826 ot, ff AE 
5. Defense Fisheries Administration ..___._..............-..-- 92, 780 116, 400 112, 000 
6. Petroleum Administration for Defense ie a aaah 985, 120 2, 337, 100 | 2, 315, 000 
WeROe( os ka or 2, 950,346 4,820, 900 | 4,000, 000 
Obligations by objects 
Object classification 1951 actual [1952 estimate 1953 estimate 
ALLOTMENT TO DEFENSE PRODUCTION STAFF 
Total number of permanent itions.___- 47 52 7 
Full-time equi mt of all other positions. 1 1 1 
Average number of allemployees_-__.-.....-.---.---.-.---.... 18 34 25 
Average salaries and grades: 
General schedule grades: 
Average salary ___. $5, 600 | $6, 703 | $7, 613 
Average grade GS-8.8 GS-9.8 | GS-10.9 
01 Personal services: | 
EEE IE ENT OL Dice $91, 039 $207, 500 | $171, 400: 
Part-time and temporary positions. ___....-...-.-...- 000 | 5, 100 | 5, 000 
Regular pay in excess of 52-week base. __._.-.......-2-/-2---.--- 8. | 900: | 700 
Payment above basic rates__.....................-.... | 2, 000 1, 000 800 
ED SUTIN MOT WINOG k ois  os sk en dc tn 98, 089 | 214, 500 177, 900 
a Lig cieacabubwaeadecumiad 9, 125 1, 000 | 1, 000 
04 Communication services. ...........:....-..-..-.........- 2, 401 2, 500 | 2, 000 
06 Printing and reproduction. ...................-........... 2, 235 2,500 1, 500 
Of Othe: cumtractuel services. _......... 2.2.2... 32, 243 5, 500 | 3, 500 
@8 Supplies and materials.................-.....-...-....-... 1, 743 | 2, 500 | 1, 500 
fe Bie inn concnunennaamienncecesetuieminaen 31, 270 | 3, 000: | 1, 000 
Gay SIU ooo oc a ak wn cicatebonasimemeade 300 700 600: 
EEC NEE ain eC TON bei | 477,388 | 22, 189, 000 
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Obligations by objects—Continued 










































































Object classification 1951 actual | 1952 estimate | 1953 estimate 
ate ALLOTMENT TO DEFENSE SOLID FUELS AD MINISTRATION 
— Total number of permanent positions.______...__...._..--..-- 49 48 55 
000 Full-time equivelent of all other positions _- 3 ee Sie 3 | 1 1 
Average number of all employees. --...............-.--..-..-- 25 | 49 48 
eer Average salaries and grades: | 
General schedule grades: 
= Averagesalary................ ties $5, 979 $6, 446 $6, 
PIE ets ob Saleen nnpannspsetsesereseseneel GS8-9.1 GS-9.0 GS-9.0 
: 01 Paensonal services: 
Permanent positions..... -......-...-.. } $126, 167 | $299, 200 $299, 200 
Part-time and temporary positi: ms. Cee a 7, 700 | 8, 300 5, 000 
Regular pay in excess of 52-week base _____- se |. | 1, 200 1, 200 
el Payment above basic rates ____ iad 1, 200 | 1, 500 1, 300 
Payments to other agencies for reimbursable details___| $00 45.2227 elastase ea 
000 ‘ FOS 
“ . ee personal services EE i! : | 137, = a 306, 800 
02 Travel_..... panes RSEISRS: Sp EE eas 7 te 36, 2 | 8, 20, 900 
93 Transportati mn of things. “es Be ee ay Eee be 
pe 04 Communication services. 3, 013 7, 000 7,000 
silat 06 et cen cecwsen | 2, 857 | 7, 000 6. 000 
000 07 Other contractual services. __. | 12, 000 7, 000 
Services performed by other agencies | 92, 338 75, 000 75, 000 
~ 03 Supplies and materials ake 3, 473 | 5, 000 5, 000 
09 Equipment-___- S acgiipplits ae 42, 506 | 3, 000 2, 000 
a os bbs sacwcceawason | 00 | 1, 200 1, 200 
: Total obligations. ____.____- Tea et 320, 022 | 448, 400 430. 000 
ate — =} —— 
siren ALLOTMENT TO DEFENSE ELECTRIC POWER ADMINISTRATION 
000 Total number of permanent positions._____..._._____- 110 | 147 139 
000: Full-time equivalent of all other positions. ____- | 2 2 2 
000 Average number of all employees 47 120 120 
000 Average salaries and grades: [est geearam ae | a 
000 General schedule grades: | | 
_ Average salary eee $4, 998 | $5, 636 $5, 495 
ODO IRS), nic See Oa. ceed acd meee | GS-7.8 | GS8-8.1 GS-7.8 
vi 01 Personal services: | | 
Sop ce ot eng an ee LO nN aE OD POT Oe } $222, 494 | $659, 400 re 500 
Part time and temporary positions___- + 14, 956 | 11, 900 11, 500 
Regular pay in excess of 52-week base___. ......._- eS i cious 2, 200 3, 000 
Payment above basie rates . 4, 543 | 5, 100 1, 000 
Payments to other agencies for reimbursable details___| 440 | 1. 100 1, 000 
ini oe Travan otal personal services aed 242, 433 | 680, 300 679, 000 
2 Trave ‘ | 69, 843 | 187, 300 187, 000 
03 Transportation of things | 4,109 | 1 300 500 
7 04 Communieation services. 16, 555 | 49, 700 42, 000 
1 05 Rents and utility services | papal ds : 
25 06 Printing and reoroduction ‘ont 13, 696 | 19, 600 15, 000 
ae 07 Other contractual services : | 1, 535 | 6, 500 5, 000 
Services performed by other agencies | 10, 268 | 9, 600 7, 500 
08 Supplies and materials : | 12, 694 18, 900 15, 000 
_ oe OE ASR LCi ig ae See | 51, 109 | 23, 300 3, 000 
es Total obligations. ......_._._.... ‘ 422, 242 | Bees 996, 600 954, 000 
400: ALLOTMENT TO DEFENSE MINERALS EXPLORATION 
000 ADMINISTRATION | | 
700 
800 Total number of permanent positions. _._.......-- Sree 113 | 9 EAS Sate 
ne Full-time equivalent of all other patione th AE SER ERTS | 3 | i a 
= Average number of all employees.__.....................--_-- 43 | at 
000. Average salaries and grades: j 
500 General schedule grades: | 
500 MN ag i nF ne es | $5, 678 | a 
oo SRE SRE SES RA GS-8.9 | GS-9.4 | LMT fa 
600 01 Personal services: a 
— NE TEATS Sr oR ROSE ER $225, 696 $326, 600 j......... on 
000 : Part-time and temporary positions.........___.______. 15, 000 | , 000 | 
= ‘ Regular pay in excess of 52-week base__............___|...---.___._.| a... 
ss ee | Ren SETS. 700 
Total eewscrial merwie .: so oo eis 240, 696 | "336, 600 |. % ALE 
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Obligations by objects—Continued 











Object classification 1951 actual »| 1952 estimate | 1963 estimate 
ALLOTMENT TO DEFENSE MINERALS EXPLORATION 
ADMINISTRATION—continued 

SEE SS GER R Sh 2 ERAS ls Sa pee ae re $18, 531 RD 
Oe. “eens 0 CRUMB ce co eee n ce 7, 659 BE SS 
04 Communication services.___.._........-...---.2-2.2..-.- 3, 808 5. g BBaen 
i eI Wn sen a ewe | a 

Printing and reproduction ............................-. 13, 790 | Sp Rael ae al 
@7 Other contractual services_-.............-.-.......-.-- §, 222 | Meee 1.3. os 

Services performed by other agencies....._.._.....___.__. 584, 647 | 


08 Supplies and materials 
<2  . ....., #2 eee ot ache Cera 
ESS eae on ie eee 


nn a cucmbmnwn lnk ie 
ALLOTMENT TO DEFENSE FISHERIES ADMINISTRATION 


Total number of permanent positions _- 
Average number of all employees - - 


Average salaries and grades: 
General schedule grades: 
EE ce cwelcsntecscensne 
Average grade 3 al 
Ungraded positions: Average salary _. 


01 Personal services: 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 
Travel i 
Transportation of things. 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment__-___- RENE apietaties 
Taxes and assessments 


SSSSRRRS 


a 
on 


UTE SE sia ss Sebo ncbsnteka dees Watowew 
ALLOTMENT TO PETROLEUM ADMINISTRATION FOR DEFENSE 


Total number of permanent positions.__...............-.--.-- 
Full-time equivalent of all other positions........--..---_-_- E 
Average number of all employees --._............---.---.----- 


Average salaries and grades: 
General schedule grades: 
Average salary _- 
IR teh ota ennindneruakindemewiel tee i et \- 


01 Personal services: 
Permanent positions ___---- 
Part-time and temporary positions___._..........----- 
Regular pay in excess of 52-week base _.-_..........-.. 
Payment above basic rates 
Payment to other agencies for reimbursable details. . 


Total personal services __ 
Travel... __. 
Transportation of things 
Communication services SS IRE ero lis ak Saas pet S. 
ne eweneenwen 
Printing and reproduction 
Other contractual services - 

Services performed by other agencies 
Supplies and materials 
ne ets emawnacuueuuch 
Taxes and assessments 


SBR2Ve8 


psi 


Total obligations 


SUMMARY 


Total number of permanent positions _.........__- 
Full-time equivalent of all other positions 
Average number of all employees 



























































68, 672 
1, 966 
952, 826 
28 26 15 
7 15 13 
$5, 797 $6, 138 $5, 655 
GS-9.7 GSs-9.1 GS-8.1 
beste $4, 400 $7, 500 
——_—_—==_—= = = — 
$49, 947 $94, 387 $84, 053 
ee 3, 900 7, 500 
ere 243 22 
&8& ARE SI lt 
50, 035 | 98, 530 91,774 
5, 859 7096 9, 780 
555 1) 845 300 
2, 520 | 3.717 4, 866 
883 Bee 
900 889 1, 300 
5, 625 | 1,801 1' 500 
5, 270 | 869 1' 300 
20, 880 | 450 1, 100 
253 162 80 
92, 780 116, 400 112, 000 
27 315 315 
3 8 
85 284 300 
$5, 756 $6, 225 $6, 379 
GS-93 G8-9.2 GS-9.5 
$467,698 | $1,769,000} $1,860, 000 
61 44. 000 20; 000 
sshesaucamneeeta 7, 500 7,500 
12, 983 45,000 26, 500 
8 EE cars Boy 
503,909} 1, 865, 500 1, 914, 000 
69, 696 133, 500 100, 000 
7R2 1, 300 2, 000 
26, 721 52, 000 60,000 
1, 351 300 1, 000 
23, 791 75, 000 80, 000 
72; 025 36, 000 40, 000 
98, 500 98, 000 33, 000 
35, 300 27000 55,000 
159, 673 35, 200 15, 000 
3,372 13, 300 15, 000 
985,120} 2,337,100 2, 315, 000 
584 683 551 
12 13 3 
225 556 508 
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Obligations by odjects—Continued 





. l 
Object classification 195 actual 1962 estimate | 1953 estimate 
/ 





suM“ARY—continued 
| 


Average salaries and grades: 


General schedule grades: 
eR RE EY SEES RE ER: SL LE OS $5, 660 $6, 103 $6, 120 
GS-89 Gs-9 





IIE 2 5.55. crkcd do dotade ss Wdehechcneuneeeecce GS-8.9 








01 Personal services: 
Permanent positions... ...2...52.2262 222 2.-- 2262.5 $1, 183, 041 | 


$3, 356, 087 $3, 077, 253 
Part-time and temporary positions. 48, 77 81 


49, 000 





















Regular pay in excess of 52-week base_____._..-.-...--|-.-.------ | 14, 743 12, 621 
Payment above basic rates._............-... -- aden 20,814 | 52, 500 29, 600 
Payments to other agencies for reimbursable details. _. 20, 388 | 1, 100 1, 000 

| j 
ARE SiGe COUT in ewes 1, 273,019 | 3, 505, 630 | 3, 169, 474 
CR aes ee ie th hn te Sees Bhs 2 ae 209, 282 | 364, 896 | 317, 780 
03 Transportation of things... .....-.........-..-...- eps eevee 14, 205 5, 045 2, 800 
O4 =Commeeen rt ne ec 55, 018 122, 917 | 115, 866 
05 Rents and utility services___-_-- SR PRL PG Te ETH 2, 234 | 1, 641 | 1, 000 
06 Printing and reproduction _-..................-.-------.--- 57, 269 109, 489 | 103, 800 
07 Other contractual services..._.........._...___-...----2 2. 116, 650 71, 801 | 57, 000 
Services performed by other agencies__._......-.....-- | 785, 753 | 494, 600 | 115, 500 
CS Wem ee eee | 56, 315 | 57, 269 | 77, 800 
OD: TR tltdns o Satba Sanco c debe slantlicicéscamenmecen j 374, 110 | 69, 950 | 22, 100 
15 Taxes and assessments_..........-....--- BF Ste P OEE 6, 491 17, 662 | 16, 880 
NN a ara bch eei inane desmscdnioadoemiol 2, 950, 346 | 4, 820, 900 4, 000, 000 





Mr. Cannon. We will take up this morning the Defense Produc- 
tion Activities of the Department of the Interior for the fiscal year 
1953. We have with us Secretary Searles. Do you have a general 
statement for the committee ? 


GENERAL STATEMENT 


Mr. Seances. In the fall of 1950 responsibilities under the Defense 
Production Act with respect to petroleum and gas, electric power, 
solid fuels, minerals, and commercial fishery products were delegated 
to the Secretary of the Interior. He established five defense agencies, 
and a small, coordinating staff unit in his office, to assist him in devel- 
oping and executing programs to assure a supply of these products 
adequate to meet the needs of the defense mobilization program. 
Except in the case of minerals, in which the functions delegated to 
Interior under the Defense Production Act are now confined to the 
domestic exploration program, the Secretary’s responsibilities in the 
defense program remain essentially the same as in the beginning. The 
operating heads of Interior’s defense agencies or their principal 
deputies are here with me. Together we appear before your com- 
mittee to testify concerning the appropriations needed for their work 
during the fiscal year 1953. 

_ These agencies have been engaged in planning, with their respective 
industries, needed expansion of production capacity, assembling and 
presenting claims for scarce materials and equipment, allocating such 
materials and equipment to their industries, and making recommenda- 
tions with respect to applications for financial aids and incentives 
available to defense industries, principally accelerated tax amortiza- 


‘tion. As a result, great increases in the Nation’s capacity to produce 


electric power, petroleum products, and other defense resources already 
have been achieved. For example, petroleum refining capacity has 
been increased by one-half million barrels per day above the 6.8 million 
barrels per day pre-Korea capacity. Since Korea, aviation gasoline 
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production has been more than doubled. In 1951 electric power gen- 
erating capacity was increased by 7 million kilowatts, or approxi- ~ 
mately 10 percent. The generating capacity presently expected to be 
added this year is 7.7 million kilowatts. Facilities for the produc- — 
tion of metallurgical coal and coke have been expanded in concert 
with expansion of steel-making facilities. iq 

But the requirements for these products in this period of defense | 7 
build-up—particularly electric power and petroleum products—are | 
like a mechanical rabbit leading greyhounds around a race track. | 
Because of necessary long lead-times, they must always be ahead. 
Scheduled expansions of capacity in 1952 and 1953 are even larger 
than those thus far attained. These expansions must be accom- 


plished in the face of continuing short supplies of copper and alumi- q | 


num, critical shapes and forms of steel, and critical components such 


as heat exchangers, compressors and switch gear. This means that — 


we will need to utilize approximately the same size staff to admin- — 
ister material control and allocation systems, even though improve- | — 
ments in the over-all material supply situation may permit some | 
easing of restrictions in other sectors of the economy. 
Any slippages in the scheduled in-service dates of new power gener- 
ating or petroleum refining facilities arising from material shortages | 
or other causes will postpone the time when supply, including neces- |” 
sary reserves, will be fully adequate. During the last year, both the 
Defense Electric Power Administration and the Petroleum Admin- |~ 
istration for Defense have had to take emergency measures to alleviate 
the effects of spot shortages of their respective products. Similar sit- ~ 
uations may arise during the coming year, and we must be staffed ade- | 
quately to minimize the impact of such shortages if they do arise. | ~ 
The request for appropriations presented to you represents, in our |” 
judgment, the bed-rock minimum required to do the job ahead of us. | 
The total of $4 million will provide for continuation of staffs and ac- | 
tivities at slightly under the current level. The now prevailing, || 





limited staff availability—which results in a great amount of overtime |) 


work by employees in our defense agencies—will continue to exist 
under the requested appropriation, despite the numbers of employees, 
especially in the Petroleum Administration for Defense and the De- 
fense Electric Power Administration, who make their services avail- 
able without compensation. 

Following is a brief statement of the problems and programs of 
each of Interior’s defense administration, except the Defense Minerals 
Exploration Administration, whose administrative expenses will be 
financed from borrowing authority under the Defense Production 
Act during 1953 and, therefore, are not included in this request for 
appropriations. This brief statement will not touch upon all facets —~ 
of the work of the agencies to which it pertains. In order that fuller 7 
data may be available for the committee’s study, this statement will — 
be supplemented by individual statements submitted for the record 
by each of the four operating administrations. 4 

The oil and gas programs of the Petroleum Administration for |~ 
Defense were involved in a close race between supply and require- | — 
ments due principally to the short supply of controlled materials — 
before the occurrence of the recent petroleum strike and the present ~ 
steel strike. Due to the steel strike, there was a loss in production of 
130,000 tons of oil country tubular goods and 260,000 tons of line pipe ™ 
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by June 18. As a result, 3,000 needed wells cannot be drilled and 
1.400 miles of oil and gas pipelines will be delayed. This rapidly 
deteriorating material situation will prevent the possibility of cur- 
tailment of PAD’s material allocation activities during much, if not 
all, of the coming fiscal year. 

Some 56 million barrels of products were lost by the recent petroleum 
strikes. Military requirements during the next fiscal year are now 
44 percent greater than for the current year. During a substantial 
portion of this year, it was necessary, because of inadequate west 
coast crude oil supply, for the military to buy 40,000 barrels per day 
of products off the Gulf coast instead of the west coast. The west 


ments east of the Rockies, east and Gulf coast refineries must operate 
at 97 percent of capacity through March of next year. This level of 
operations, if attained, is higher than has ever been attained before. 
Transportation bottlenecks may develop, however, which may com- 
plicate the distribution of this high output. The continued shutdown 
of Iran makes it impossible for the United States to look for relief 
from foreign sources to meet the precarious supply situation. 

Asa result of the many difficulties that could arise in the petroleum 
field, PAD may be forced into an extensive new program for: (1) 
Equitable distribution of the available petroleum products to prevent 
hardship and suffering of millions of individuals; (2) minimizing 
2 slowdown of the industrial economy including defense industries; 
and (3) increasing assistance to the military in obtaining petroleum 
products. In the hope that the petroleum industry, by all out effort, 
can minimize the potential supply difficulties facing the Nation this 
coming year, funds are not being requested at this time to cover any 
such contingencies except those of limited extent and duration. 
Should an extensive shortage develop, the requested appropriation 
will be inadequate and it will be necessary to request a supplemental 
appropriation after Congress reconvenes. 

The Defense Electric Power Administration also is confronted with 
major problems during the coming fiscal year. In contrast to many 
other Aefeane expansions which can be accomplished with relative 
speed, the expansion of our power-generating capacity required to 
serve growing defense loads will not near completion until 1954. 


® The approved expansion goal for the electric power industry is the 


POET RRO 


installation of 32 million kilowatts of additional generating capacity 
in the calendar vears 1952, 1953, and 1954. This goal contemplates 
the addition of 9 million kilowatts in 1952, 11 million kilowatts in 
1953 and 12 million kilowatts.in 1954, the lesser amounts in the 
earlier years being set by the limitations of our ability to produce 
power equipment, ; 

One of the major problems in the accomplishment of this goal is 
difficulty in the procurement of controlled materials and components. 
Even as the general materials situation improves, many materials and 
components required for power plant construction will remain in 
short supply. 

A second serious problem is that arising from slippages in scheduled 
delivery dates of heavy power equipment. Due to inadequate mater- 
ial allotments heretofore, there has already been a substantial slippage 
in the 19°2 power program, Even if materials are made available in 


20553—52—pt. 2———13 
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adequate quantities in the future, this slippage cannot be made up be- 
cause of the limitations of our capacity to poten heavy power equip- 
elihood of similar slippaye 


ment. The steel strike will increase the li 
in the 1953 program. 

The present outlook is that it will be very difficult to complete on 
schedule the 1953 power program and there is almost no likelihood 
of making up in 1953, the 1952 slippage, now estimated at 1.3 million 
kilowatts. It is therefore anticipated that power supply in some areas 
of the country will not be adequate to carry the load and, therefore, cur- 
tailments may be necessary. : 

Based on this outlook and the necessity for continuing the regular 
functions such as presenting materials requirements to DPA, pro- 
cessing necessity certificate applications, etc., the prospect for DEP. ’s 
workload during the fiscal year 1953 is as follows: 

First, it will be necessary to maintain machinery for screening 
materials requests and allotting materials. 

Second, the work involved in expediting is likely to increase. 

Third, power supply plans will require more attention in view of 
rapidly developing new loads and slippage of in-service dates. 

‘ourth, the work involved in scheduling the production and deliv- 
ery of power equipment will be heavier than at any time heretofore. 

Fifth, in spite of every attempt to avert regional supply shortages, 
the possibility that they will develop must be considered. If power 
supply shortages occur, it will be necessary to issue curtailment orders 
and establish regional offices to administer them. 

The solid fuels problem, which is the area of responsibility of the 
Defense Solid Fuels Administration, cannot be stated in terms of 
whether or not sufficient coal is being mined. The mining, prepara- 
tion, and distribution of coal is but one of the matters with which the 
Administration deals. Metallurgical coals must be processed into 
coke and vital coal chemicals are recovered during the coking process. 
It is here that the principal activities of DSFA have been concen- 
trated. 

Coke is a critical commodity because of its direct relationship to the 
success of the steel expansion program. The importance of coal 
chemicals, recovered during the coking process, such as resorcinol, 
naphthelene, benzene, ammonium sulphate, and others are vital to 
many defense industries. In addition, the increased productivity 
of our Nation’s farms is dependent upon fertilizers and insecticides 
produced from coal chemicals. 

DSFA has given preference to projects to increase coke production. 
and in furtherance of this program it has recommended and DPA 
has certified 47 coke projects, costing about $259 million, for rapid 
tax amortization. When completed, these projects will provide about 
6,640,000 tons of coke capacity, as well as significant amounts of 
vitally needed coal chemicals. 

The present steel strike, if protracted, may have a decided effect 
upon solid fuel programs during fiscal year 1953. Each day that 
the strike continues, the supply of materials decreases to the detri- 
ment of construction programs designed for increased production. 
The shut-down of the steel industry also means a shut-down of some 
coal mines and most integrated coke ovens. A serious effect of this 
situation is its impact upon the production of vitally needed coal 
chemicals. Overcoming the difficult problems inherent in this situ- 
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ation, as well as providing for other contingencies as they may arise, 
places a heavy burden upon the small staff of DSFA during the com- 
ing fiscal year. 

‘he Defense Fisheries Administration is responsible for facilitat- 
ing the Sapa of fishery commodities in the quantities required 
during the emergency period. The discharge of this responsibility 
requires that scarce materials, supplies and equipment, and trained 
manpower be made available to the fishery industry at definite times 
and places. In general, the DFA assists the industry in solving 
those operational problems stemming from emergency requirements 
and controls. In contrast with the operations of the other defense 
administrations of the Department, DFA is not engaged in aiding 
extensive expansion of facilities in the fishing industry by means of 
incentives such as certificates for rapid tax amortization. 

Requests upon the DFA from the Wage Stabilization Board, Fed- 
eral Mediation and Conciliation Service, National Labor Relations 
Board, and Salary Stabilization Board for specialized information 
to be used in the settling of labor disputes have more than doubled 
during the past 6 aniiey as compared with the preceding similar 
period. Requests from the Office of Price Stabilization for basic data, 
analyses, and advice in connection with the establishment or removal 
of fishery ceiling prices have increased at a similar rate. 

The number of instances in which it was necessary to make studies 
of the probable effects of proposed restricted military areas in marine 
locations increased more than fourfold during the past 6 months, and 
a continuation of the necessity for such studies is expected. Where 
these studies reveal that military installations will result in a con- 
siderable adverse effect upon fishery production, alternate sites or 
modifications in the proposed restrictions are recommended to the 
military. 

I believe you can see from these brief remarks that many real prob- 
lems will continue to face us in carrying out Interior’s important 
defense-supporting functions during the coming fiscal year. Despite 
these many problems, the budget request that has been presented to 
you is slightly less than that under which we have been operating in 
fiscal year 1952. As I said before, we believe that the request for 
appropriations presented to you represents the bed-rock minimum 
required to do the job ahead of us. 

If you have any questions, either I or my colleagues connected with 
the defense activities of the Department will be glad to try to answer 
them for you, and for the purposes of the record it would be appre- 
ciated if the Defense Administrators might insert at this point some 
of the general considerations which they feel will influence their 
programs for the fiscal year 1953. 

(The information requested is as follows :) 


STATEMENT BY ADMINISTRATOR CHARLES W. CONNOR OF THE DEFENSE SoLip FuEts 
ADMINISTRATION 


Detailed information on our program objectives for the 1953 fiscal year is given 
in the justifications which have been submitted to this committee. I appreciate 
this opportunity, however, to give you the latest available information on these 
plans and problems, particularly as they may be affected by a prolonged steel 
strike, 

The Defense Solid Fuels Administration is responsible under the Defense 
Production Act for assuring an adequate supply of coal, coke, and coal chemicals 
to meet defense and essential civilian needs. 
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To date, the controlled materials plan has operated successfully in providing a 
steady flow of materials to new solid fuel construction projects: and to existing 
coal and coke facilities. This administration has allotted supplies of steel, 
copper, and aluminum to more than 150 coal-mine construction projects, costing 
about $165,000,000, and to about 40 coke projects, costing about $200,000,000. 
Priorities are also being provided for machinery and equipment for major capital 
additions to existing coal projects at the rate of about $10,000,000 a quarter. 

If the steel strike continues, of course, the supply of steel for these vital proj- 
ects will be reduced, allotments will necessarily have to be cut, and the work 
on new coal and coke construction projects will be slowed or halted. 

It should also be emphasized that existing mines and coke plants are meeting 
their needs for operating and maintenance supplies under a self-authorizing 
priority system established by DSFA in cooperation with NPA, and subject to 
adjustment by DSFA to cope with the special needs of individual producers. This 
system has operated with great success but a grave shortage of steel might re- 
quire its abandonment or revision in order to meet the new situation. 

Most of the expansion of our output of coke and metallurgical coal is required 
to support the expanded steel capacity dictated as a priority defense need, 
Prior to the steel strike, projects to assure an expanded production of metallur- 
gical grade coal to meet regional requirements were keeping pace with the 
needs of the steel industry. Coal stockpiles at coke ovens on June 1, 1952— 
just before the strike—amounted to about 56 days’ supply. 

In the wake of the steel strike, however, the captive coal mines of the struck 
steel companies were closed down, and purchases of coal by the steel companies 
from independent producers were halted. About 40 percent—or 40 million tons 
a year—of the steel industry’s metallurgical coal requirements are produced by 
independent mines. Some of these mines are finding it extremely difficult to 
continue operations since the steel industry’s steady demand has been cut 
off. As a result, they may shut down, and the share of their output going to 
other industrial consumers, as well as the amount normally going to the steel 
industry, will be lost. 

While our coal supply has been generally adequate, metallurgical coal sup- 
plies in relation to anticipated demands will need very close watching and 
handling to prevent shortages. The fact that a certain type of coal can be 
mined in one area doesn’t prevent a shortage of this type of coal in another area 
unless it is physically possible, and economically feasible, to transport it there 
One of our real problems today is to assure availability of coking coal productive 
capacity in the areas where such coal is most needed. 

The problems created in the coke industry by the steel strike are similar to those 
in the coal industry, although in some respects more critical. The shutdown of 
integrated coke facilities following the steel strike has eut coke production by 
about 90 percent. Much more crucial, nevertheless, has been a corresponding loss 
of our national output of such important coal chemicals as benzene, napthalene, 
ammonium sulfate, and resorcinol. The loss of the coke output affects only the 
steel industry itself. The loss of the coal chemicals recovered as a part of the 
coking operation, however, will have a most critical effect upon other vital ¢e- 
fense-supporting industries as well. Not only is our production of synthetic 
rubber, explosives, plastics, and a host of similar commodities dependent upon 
coal chemicals, but the fertility of many of our Nation's farms is tied directly to 
fertilizers produced from coal chemicals. 

Prior to the steel strike, the program of the Defense Solid Fuels Administra- 
tion to increase the supply of coke was keeping step with the rise in require- 
ments created by the steel expansion program. At the end of May DSFA had 
recommended and DPA had certified 47 coke projects, costing about $259,000,000, 
for rapid tax amortization. When completed, these projects will provide about 
6,640,000 tons of coke capacity, as well as significant amounts of vitally needed 
coal chemicals. 

It should be pointed out, nevertheless, that coke production may fall short of 
established goals in fiscal 1953, since a number of new blast furnaces with a 
large coke consuming capacity are expected to come into operation late this year. 
A prospective shortage of over 3 million tons is apparently indicated. We hope, 
however, that the shortage, in terms of the amount actually needed for essential 
purposes, will be reduced considerably below this figure. 

In any event, if a shortage of coke develops, the DSFA has prepared to take 
the necessary action to direct shipments on a priority basis to essential con- 
sumers. 
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In short, Mr. Chairman, the steel strike has accentuated our problems in 
carrying out the responsibilities of the Defense Solid Fuels Administration to as- 
sure that the output of metallurgical coal, coke, and coal chemicals meets de- 
fense requirements. 

Any increased scarcity of steel will increase the problems of alloting the 
limited supply equitably. Constant alertness will be required with respect to 
local and regional developments with respect to supplies of coke and metallur- 
gical coal to minimize serious damage to priority defense programs. Our goals 
for expanded capacity of coke and metallurgical coal may have to be reexamined, 
at least with respect to the time schedules previously planned . 

In short, Mr. Chairman, while our problems today remain essentially the same 
as in fhe justifications before you, they have been in a number of respects in- 
tensified by the developments of the past few weeks. 

After a lifetime as a businessman and as a taxpyer, I believe that a Govern- 
ment agency should be operated on the same sound basis as a prudent man 
would operate his business. This budget reflects this conviction. 

Our budget request has been prepared and is presented on a minimum basis. 
No funds have been included for any increases in present staffing or for other 
purposes. It is a rock bottom estimate. In the past year, we have diligently 
attempted—and I believe successfully—to conserve funds wherever possible. 
Our staff has not been expanded beyond the immediate demands of the work- 
load before us. If fiscal year 1953 for any reason requires an increase in program 
requirements the funds requested will be insufficient. Despite the present steel 
strike, this presentation is based upon a lessening of requirements in the latter 
half of fiscal year 1953. If circumstances require a more rapid acceleration of 
the defense program, placing added requirements upon this Administration, 
supplemental funds must be requested. 


STATEMENT OF ACTING DEFENSE ELectTRIC POowER ADMINISTRATOR E. J. DRYER 


The power expansion program as now projected extends through 1954. This is 
because it is a long lead time program; from 2 to 3 years are required to com- 
plete a new steam generating plant and 5 to 6 years are required for major hydro 
plants. The power expansion goal anneunced by DPA in March 1952 calls for 
the installation of an additional 9,000,000 kilowatts in 1952, 11,000,000 kilowatts 
in 1953, and 12,000,000 kilowatts in 1954. It is only after installation of the addi- 
tional capacity planned through 1954 that there will generally be an adequate 
power supply te meet mobilization demands. The power expansion goal cannot 
physically be accomplished earlier because of limitations of facilities for the pro- 
duction of power equipment. 

There has already been some slippage in the program; it now appears that no 
more than 7,700,000 kilowatts will be installed during 1952. The prospects are 
that it will be very difficult to keep the 1953 program on schedule and that it will 
be almost impossible to make up the 1952 slippage in 1953. 

It is important to note that development of any large additional loads will 
require that the power expansion goal be set higher than the present goal of 
82,000,000 kilowatts. Large new power requirements may result from further 
military or AEC expansion or from new industrial expansion such as aluminum. 
The most important and largest of the new loads is the proposed atomic energy 
expansion which may require several million kilowatts. If the power expansion 
program is inereased by reason of any of these new loads, the date by which 
power supply will generally be adequate for mobilization demands will have to 
he deferred to 1955 or later. 

the major problems facing us in the completion of the power program are: 

1. Difficulty in the procurement of controlled materials and components. 

2. Slippages in the scheduled production of heavy power equipment. 

At various times electric utilities’ construction schedules have been delayed 
by inadequate allotments or by inability to cash these allotments. This has been 
particularly true with respect to copper and certain forms and shapes of steel. 
Even as the general materials situation improves, certain materials and com- 
ponents required for power plant construction will remain in short supply. The 
current steel strike is illustrative of situations which cause spot shortages 
even during a time of general improvement in the materials situation. 

Slippage in heavy power equipment deliveries has been caused by inadequate 
allotments to power equipment manufacturers in 1951 and lack of adequate pro- 
duction facilities for power equipment. Due to the limitation of production fa- 











196 


cilities, it is most unlikely that the 1952 slippage of power equipment can be 
made up in 1953 even if adequate materials are available to power equipment 
manufacturers. Furthermore, it appears that the steel strike may cause further 
slippage in 1953 production schedules. 

I have taken the liberty of attaching, as a part of this statement, an article 
entitled “The Battle for the Electric Power Program” which appeared in the 
June 5 ,1952, issue of Public Utilities Fortnightly. This article describes the 
problems DEPA has faced and will face in accomplishing the power program. 

Slippages in the 1952 program and the outlook for 1953 indicate the regional 
power shortages are likely to develop. For those areas where power supply is 
not adequate to carry the load, curtailments will be necessary. 

In terms of DEPA workload, the outlook for the fiscal year 1953 is as fofows: 

1. It will be necessary to maintain machinery for screening materials requests 
and allotting materials. Even if the general materials situation improves, 
shortages of certain essential materials will remain. So long as even one con- 
trolled material is in tight supply it will be necesasry to retain our allotment 
machinery without any substantial change. Thus, no substantial reduction in 
workload will be possible. 

2. The work involved in expediting is likely to increase. As the size of the 

construction program increases, more materials and more components are in- 
yolved, increasing the number of situations where it is necessary to furnish 
expediting assistance in order to keep the construction program on schedule. 
In addition, shortages of steel caused by the strike will result in a large number 
of expediting requests. Since the beginning of the steel strike the number of 
requests for expediting deliveries of steel has increased and the volume of such 
requests is expected to reach a peak during the fourth quarter of 1952. 

3. Power supply planning will require more attention in view of rapidly chang- 
ing load situations and slippage of in-service dates. In particular it will be 
necessary to adjust regional power goals and accelerate power installations in 
those regions where unexpected new military or atomic loads develop. 

4. The workload of scheduling production and delivery of power equipment 
will be heavier than at any time heretofore. With more equipment on manu- 
facturers’ order boards and the tightness of utility in-service dates, DEPA’s 
scheduling operation will involve a substantially increased workload. 

5. Any substantial decontrol action which does not adequately protect the 
power program will cause additional work in all the operational branches of 
DEPA. Without such protection we will be competing with less essential uses 
for materials necessary for the power program. This would undoubtedly result 
in construction delays which in turn will mean more expediting problems, more 
equipment scheduling problems, and more work in general throughout the agency. 

6. In spite of every attempt to avert regional power shortages, it is expected 
that some shortages will occur. In regions where hydroelectric power is a sub- 
stantial portion of power supply, ability to meet loads will depend upon stream 
flow conditions. In 1951 DEPA issued a curtailment order to meet the power 
shortage in the Pacific Northwest area. If shortages in one or more areas occur 
in 1952, it will be necessary to issue curtailment orders and establish regional 
offices to administer them. 

The above estimate of DEPA workload does not take into account the contin- 
uation of certain other DEPA functions, such as the processing of applications 
for certificates of necessity. These functions are likely to involve substantially 
the same workload in the fiscal year 1953 as in the fiscal year 1952. Since the 
budget presented by DEPA does not include requests for an increase in personnel 
or funds, we feel it is the minimum budget necessary to carry out DEPA’s 
responsibilities under the Defense Production Act. 





STATEMENT OF J. E. WARREN, DEPUTY ADMINISTRATOR, PETROLEUM ADMINISTRA- 
TION FOR DEFENSE 


This is my first appearance before a congressional committee since I was 
appointed by Secretary Chapman, the Petroleum Administrator, as Deputy 
Administrator of the Petroleum Administration for Defense. My predecessor, 
Mr. Bruce K. Brown, with whose record you are familiar, served as Deputy 
Administrator from the establishment of the Petroleum Administration for De- 
fense in October 1950, until the end of May this year. I have been continuously 
active in the petroleum industry since 1923. In addition, prior to my appoint- 
ment as Deputy Administrator, I served as an industry adviser to Government 
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' as a member of the National Petroleum Council and the Military Petroleum 


Advisory Board. During the 21 months of its operation, the Petroleum Admin- 
istration for Defense has actively assisted and encouraged the petroleum and 
gas industries to expand their facilities to meet heavy increasing civilian and 
military requirements. I need not dwell on the importance of petroleum and 


‘ gas world-wide to the defense of the United States and friendly nations. 
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The first problem faced by this agency was that of meeting the aviation gas- 
oline requirements of the Armed Forces. Through industry-Government coop- 
eration, avgas production has been more than doubled since Korea. Increasing 
requirements for both the airlines and the military will require further expansion. 

PAD this spring obtained approval from DPA for new petroleum expansion 
goals both domestic and foreign for 18 months beginning July 1952. The pro- 


_ gram calls for the following: 


(1) The drilling of 80,000 wells in the United States and 10,000 wells 
abroad. 

(2) Inereased domestic refining capacity at the rate of 500,000 barrels 
per day per year and foreign at the rate of 370,000 barrels per day per year. 

(83) The construction of 19,700 miles of domestic pipelines and 3,800 
miles of pipelines in foreign areas. 

(4) Increasing United States storage capacity by 153,000,000 barrels 
and foreign storage capacity by 35,000,000 barrels. 

(5) Increasing the production of natural gas liquids in the United States 
at the rate of 88,000 barrels per day per year. 

We are currently developing a program for expansion of gas facilities. 

This approved program represents a goal which we believe industry will 
attain using billions of their own dollars provided materials are made avail- 
able and provision is made for accelerated tax amortization in appropriate 
instances, 

In connection with accelerated amortization, PAD undertakes the basic 
evaluation of projects and determines the instances where accelerated amor- 
tization is appropriate. These determinations are in conformity with the over- 
all expansion goals outlined above and standards established by PAD for types 
of construction. 

PAD claims, obtains allotments, and distributes to industry some 2,000,000 
tons of carbon steel each quarter so that industry may install the necessary 
facilities. In addition, PAD works closely with NPA and other agencies in the 
scheduling of manufactured products, such as heat exchangers and generators, 
which are bottlenecks to the accomplishment of construction goals. As distin- 
guished from a number of defense agencies, PAD has the exclusive responsibility 
for authorizing that construction in the petroleum industry possible with 
quantities of materials made available by DPA. 

Throughout the history of PAD, the most critical problem in carrying out 
the expansion program has been the shortage of materials. The current steel 
strike represents a serious threat to the possibility of meeting present expansion 
goals which must be met if military and economic security of the Nation are to 
be protected. In concrete terms, the steel strike means a loss of 5,000 tons 
per day of oil country tubular goods. Since 44 tons are required for the drilling 
of an average well, each day that the strike continues 110 programed wells can- 
not be drilled. We are losing 10,000 tons daily of line pipe production. Since 
115 tons of line pipe are required on the average to build 1 mile of pipeline, 
nearly 90 miles of badly needed pipelines are being delayed each day the steel 
strike continues. These are but two examples of the effect on our program of the 
steel strike. Similarly, all other programs are being delayed by lack of materials, 
Our objective will be, of course, to overcome these delays and to assist the indus- 
try in carrying out this program which has been determined as essential to 
national security. 

During the past 21 months serious problems have been encountered and solved 
through industry cooperation such as heating-oil shortages on the east coast, 
adjustment of world supplies necessitated by the loss of Iranian production, 
obtaining supplies for the Armed Forces, and natural-gas shortages in the Appa- 
lachian and east coast areas. We are continuously called on to assist defense 
industries in obtaining fuel supplies. While meeting these day-to-day emergency 
problems we have continuously striven toward increasing reserve capacity in all 
areas so that the Nation can fuel an all-out war. 

During the coming fiscal year we anticipate the continuation of the many 
problems that face the agency and the development of new problems as a result 
of recent events such as the petroleum and steel strikes. The Under Secretary 
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has already spoken to you briefly on the present outlook. I should like to expand 
somewhat on his statement. . 

As the result of the increased demands arising from the Korean war and the 
mobilization program, together with the loss of 700,000 barrels per day of 
erude-oil production and 550,000 barrels per day refinery output in Iran, and 
the loss of over 56,000,000 barrels of products from the recent refinery strikes 
in the United States, we are faced with the possibility of a shortage of petroleum 
between now and the end of next winter. There is a serious question as to 
whether there is sufficient refining capacity world-wide to produce enough prod- 
ucts to effset these losses and meet increased military and civilian demands 
of the United States and friendly foreign nations. For example, it is expected 
that east coast and Gulf coast refineries will have to operate continuously at 
the unprecedented rate of 97 percent of capacity from now to the end of next 
winter. 

The United States military demands in the last half of 1952 are expected 
to exceed the first half by about 25 percent and 44 percent greater this fiscal year 
than last. Civilian demands will continue to grow but at a somewhat lower 
rate than during 1950 and 1951. The shortages abroad, resulting from the shut- 
down of petroleum operations in Iran, still require that the United States export 
about 100,000 barrels per day above normal exports throughout 1952 and 1953 

The fact that the military has not yet secured offers to cover all of their 
requirements for the last half of 1952 is an indication of the present tight 
petroleum supply. It is one of PAD’s functions to assist the military in obtaining 
petroleum to meet their essential requirements. 

A special problem exists on the west coast where there is a basic shortage of 
crude oil. Since the start of the Korean war, the west coast has been hard 
pressed to supply the greatly increasing military requirements and still satisfy 
its normal civilian and export demands. Since the first of this year, it has been 
necessary for the Armed Forces to buy a part of its Pacific area requirements 
on the Gulf coast. Refinery capacity in California is generally adequate to meet 
current military requirements and several steps have been initiated to augment 
erude oil supplies. Crude oil is now being imported from Sumatra and a crude 
oil pipeline is under construction from Alberta to the west coast of Canada 
which will have an initial capacity of 75,000 barrels per day late in 1953. A 
new crude oil pipeline from Texas to California is under construction. None 
of these steps however will eliminate shortages on the west coast before the end 
of 1953. In the meantime, a substantial part of the west coast military re- 
quirements must be obtained from other areas. 

A basic operating policy of the PAD has been to carry on its operations with 
minimum staff consistent with good administration. The paid staff has been 
increased only to meet stern necessity. We have drawn heavily upon the 
abilities of a large group of experts who have served and are serving either full 
time or as consultants without compensation and whose services could not be 
obtained in any other way. Many of the technical staff voluntarily serve long 
hours over and above the normal workweek without additional compensation. 
Each member of the staff feels a high degree of personal responsibility and pride 
in the activities and accomplishments of the PAD. 

The budget for the fiscal year 1953 which you have been asked to consider 
requests an appropriation of $2,315,000. This current fiscal year we are ex- 
pending $2,337,000. 

By practicing all possible economies, and eliminating certain geological 
studies which were to have been made in the Spraberry area, we will be able 
to continue operations at approximately their present level. No new activities 
can be undertaken, and no expansion of the present staff will be possible. We 
expect the petroleum and gas industries as in the past, by all-out effort, to 
minimize the potential supply difficulties facing the Nation during the coming 
year. However, it must be reiterated that the activities of PAD will have 
to be expanded if, in spite of these efforts, serious shortages develop. In such 
a circumstance, the appropriation now requested will be inadequate, and it 
will be necessary to request additional appropriations should the need for ex- 
pansion become apparent. 


STATEMENT OF A. W. ANDERSON, DEPUTY ADMINISTRATOR, DEFENSE FISHERIES 
ADMINISTRATION, UNTrED STATES DEPARTMENT OF THE INTERIOR 


The components which make up the domestic fishery industry are relatively 
small as compared with many other industries, but in the aggregate the fisheries 
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are not small. About 280,000 persons, dispersed along the shores of our marine 
and interior waters, are directly employed, and another 300,000 indirectly em- 
ployed, in connection with the capture and processing of nearly 5 billion pounds 
of fishery products each year. More than 90,000 vessels and boats are used 
in fishing operations, and over 4,000 shore establishments handle and process the 
eatch, The average United States citizen consumes about 1 pound of fish for 
every 13 pounds of land-produced meats, including poultry. In an emergency 
period it is essential that the production of this important industry be maintained 
or inereased as required. The Defense Fisheries Administration, which was 
established to facilitate the production of fish, accomplishes its task through the 
activities of its two small operating branches and with the assistance of the 
Fish and Wildlife Service. 

The Material Facilities Branch of DFA is concerned with the development 
of data on the industry's requirements of scarce materials, supplies, and equip- 
ment, and, subsequently, the channeling of these items when and where the 
industry requires them. Such channeling is accomplished through liaison with 
the National Production Authority in the development of over-all limitation 
orders, through the isuance of general instructions to industry on procedures 
for obtaining materials, and through the obtaining of directives or other ex- 
pediting actions where spot materials problems occur. 

The Economic Facilities Branch of DFA is occupied with such currently .ex- 
panding activities as studies of the probable effects on the fisheries of marine 
restricted areas proposed by the military and, when these studies indicate fish 
production would be adversely affected, the making of appropriate recommenda- 
tions to ease the impact of restrictions imposed upon such marine areas; the 
supplying to agencies which are concerned with wages and labor of data and 
specialized counsel for the settling of labor disputes; and contributing, upon 
request, basic data, analyses, and advice in connection with the control or 
decontrol of fish prices. This branch also maintains continuing liaison with 
agencies concerned with manpower in order that fishery vessels and plants may 
be adequately staffed; and it further makes investigations, followed by rec- 
ommendations for approval or denial, of requests of members of the fishery 
industry for Government loans and accelerated tax amortization. 

The Defense Fisheries Administration and the Fish and Wildlife Service 
were further integrated during the fiscal year 1952, so that now DFA is not only 
dependent upon the Service for its legal, informational, personnel, budget, and 
similar administrative, and much of its technical services; but also, with the 
abolition of all of DFA’s field offices, the responsibility for its field activities, as 
well as the operational direction of its two branches, are now under the Chief 
of the Branch of Commercial Fisheries of the Fish and Wildlife Service. With 
the Director of the Fish and Wildlife Service also serving as the Administrator 
of the Defense Fisheries Administration, and more recently, myself, as the 
Chief of the Service’s Branch of Commercial Fisheries, also serving as the 
Deputy Administrator of DFA, it has been possible to translate these organiza- 
tional changes into an operation which is successful in terms of both efficiency 
and economy. 


SAVING DUE TO USE OF REGULAR PERSON NEL 


Mr. Kirwan. What savings have you achieved by the use of regu- 
lar agencies and regular personnel of the Department in defense 
activities? 

Mr. Seartes. We have achieved considerable savings in Defense 
Fisheries. We achieved some savings in PAD and, in fact, all of 
them. Mr. Wolf, you might answer more specifically on that. 

Mr. Worr. The arrangements whereby certain of the services are 
performed for the defense agencies have been of considerable signifi- 
‘ance in terms of efficiency and savings. 

I believe Secretary Searles told you that Solid Fuels, Defense 
Fisheries, and the Petroleum organization have arrangements whereby 
services are performed for them by regular agencies of the Govern- 
ment. 
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In the Office of Secretary, too, certain services are performed in an 
over-all fashion by the regular staff officers of the Secretary. 

Mr. SEearues. There is quite a bit of saving in the Bureau of Mines 
and Survey, but it really shows in Mr. Larson’s organization. 

Mr. Wo tr. Our budget officer here can perhaps add more to that. 

Mr. Sarn. To the extent that the regular agencies of the Depart- 
ment could supplement or assist the defense activities they have done 
so. The Department has continued to be aware as to the things which 
the Department could do for defense activities. 

The Solid Fuels Administration has a need for continuing statis- 
tical and technological information for which the Bureau of Mines 
supports its objectives. Mr. Wolf mentioned the Office of the Secre- 
tary. The Office of the Chief Clerk performs administrative serv- 
ices for the defense production staff and the production areas as a 
whole. Within PAD the Bureau of Survey and Bureau of Mines per- 
forms certain services and investigations and reports. There are other 
examples. . 

Mr. Searues. There has been a substantial transfer of funds from 
the Bureau of Reclamation to—— 

Mr. Kirwan. Are you thoroughly convinced that you save the tax- 
payers untold sums by the information you furnish other agencies in 
this mobilization program ? 

Mr. SEARLEs. That is true, with defense alone, and I am quite con- 
vinced that is the way we should operate. 

Mr. Kirwan. What is the reason for the increase in average grade 
from 9.8 to 10.9 in this office, and why do you need an additional 
GS-15 economist ? 

Mr. Worr. I might speak to that. Mr. Chairman, that, in effect, is 
areduction. If you will note, we were authorized during the last fiscal 
year to have a number of supergrades in the Office of the Secretary 
in the defense production staff. We vcluntarily reduced or asked, 
for example, the GS-17, which we are authorized, to be eliminated. 
In place of that we have inserted a GS-15. 

A factor that may have some influence in addition to the salary 
increase is that we have eliminated one entire division, the Admin- 
istrative Division, with a reduction in, I believe, 14 positions. I sup- 
pose by and large the grade levels there were just a bit lower than in 
the professional staff and the rest of the defense production staff, 
with the result that it sort of upped the average of what was left. 

Insofar as position-for-position is concerned in the defense pro- 
duction staff, relating what we hope to have for 1953 with what we 
had in equivalent fashion for 1952, there is some down-grading, 
particularly in the supergrade areas. 

Mr. Smiru. That has had the most substantial effect for the reason 
if you have an operation in which there are many low-grade clerical 
workers, that serves to decrease the average grade. What we had 
a the defense production staff was a number of higher-paid 
workers. 


PROGRESS OF INTERIOR DEFENSE ACTIVITIES 


Mr. Kirwan. Are you keeping abreast of the rest of the agencies 
in the mobilization program ? 

Mr. Seartes. Yes. We have a different situation on the controlled 
material plan than the average industry has. If we do not get the 
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particular materials for petroleum expansion and electric power ex- 
pansion ahead of time, that throws the whole program off and it, in 
turn, affects in a year or so the balance of the program which is de- 
pendent on power. 

We had a terrific fight in DPA early to get them to allocate the 
necessary materials to both oil and power, which they did not do, 
and which had considerable to do with the delay in plants coming 
on the line and delay in some of our critical casting items. 

We have had considerable discussion with Mr. Fowler in DPA on 
maintaining the control on aluminum and copper. There are many 
places where those metals can be sold to a better profit advantage. 
It would mean the power companies would not be able to get the 
materials to go into this long-lead time manufacturing, and thus the 
whole program would be set back. 


SOLID FUEL 


Mr. Kirwan. What success have you had in eliminating the 
shortage of coke ? 

Mr. Connor. Our coke program, Congressman, is progressing 
ahead of the blast furnace or steel program. We are actually about 
6 months ahead of blast furnaces as of, say, 60 days ago. 

Mr. Kirwan. Do you mean, you are 6 months ahead on coke? 

Mr. Connor. The construction of our coke ovens is sufficiently ahead 
that we can supply the coke for 6 months, or would supply it 6 months 
in advance of what the blast furnace requirements now are. 

Mr. Kirwan. What about beehive coke as compared to the rest of 
it? 

Mr. Connor. Practically all of the expansion has been in the modern 
slot-type byproduct oven. We have one installation of beehive coke 
ovens in central Pennsylvania. It is nearing completion at this time. 
At the end of 1950 we had a coke capacity of 72,621,779 tons. At the 
end of 1951 we had a coke capacity of 74,228,400. It is expected that 
at the end of this year we will have a coke capacity of 77,450,300 tons, 
which will be a total increase of virtually 6 million tons of coking 
capacity. 

Mr. Kirwan. Therefore, you believe that Interior is away ahead 
in their part of the defense program ? 

Mr. Connor. Yes, sir. That will be subject to change during the 
remainder of this year, and 1953, because of the fact that of the 19 
blast furnaces that were being constructed, there are only 4 or 5 
of them that have been blown in at this time. There will be more 
coming in through the remainder of this year. 

Mr, Kirwan. "Do you know in what part of the country they are 
in? 

Mr. Connor. All over. 

Mr. Kirwan. You do not know if any of them have been put in 
operation at the Morristown plant? 

Mr. Connor. Not yet. 

Mr. Kirwan. In fact, they have not produced a ton of iron? 

Mr. Connor. That is right. 

We are making continuous inspections and we know what state of 
completion these construction jobs are in. So we are aware of what 
is really going on. We have to know that in order to allocate materials 
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at the time they are needed, because it does take lead-time and sched- 
uling and priorities to get things done. 


EFFECT OF STEEL STRIKE 


Mr. Kirwan. What has been the effect of the present steel strike on 
your program ? 

Mr. Connor. I might read a little statement here. If the steel 
strike continues, of course, the supply of steel for all of these vital 
projects that we are interested in will be reduced. Allotments will 
necessarily have to be cut and the work on new coal and coke con- 
struction projects will be slowed or halted. It should also be empha- 
sized that the existing mines and coke plants are meeting their needs 
for operating and maintenance supplies under the priority system 
established, and most of the expansion of our output of coke and metal- 
lurgical coal is required to support the expanded steel capacity. 

At the present time we have only 10 percent of the coke capacity 
of the industry in operation. 

The captive mines produce approximately 60 percent of the coal 
that is used in the coking processes in their own furnaces. They buy 
40 percent on the market. All of the 60 percent of the integrated 
steel plants, the captive steel plants, are down; only 10 percent, as I 
say.rof their coke ovens are operating. 

The other 40 percent that they have purchased has been affected, 
of course, the producers who are supplying that coal for coking pur- 
poses are either faced with a shutdown or finding a new outlet. 

When they do that, they are getting into competition with operators 
who have been supplying certain needs. That means an upset condi- 
tion in the market with the tendency toward cutting prices and a 
general demoralization, I would say. 

They have about 35,000 employees who are idle now in captive 
steel coke oven plants. We have about 45,000 idle mine workers in 
those captive steel mines, and around 26,000 in the other mines that 
supply coal to them. So they are affecting the labor situation very 
much. 

As to the allotments of steel, so far we have not been hurt. If the 
strike continues, we naturally will be because we will have to curtail 
allotments and there will be slippages in this program. 

Mr. Kirwan. The Nation, I do not think, has yet realized the serious- 
ness of a steel strike, that the 260,000 tons of steel per day which 
industry is capable of producing is not being produced. 

Just this morning a friend said to me that he had gone down the 
bay out of Baltimore and was surprised at the number of industries 
along the shore of the bay where there was no smoke for the first time 
since when they were built. 

When you multiply that all over the Nation, we will wake up some 
morning and find how serious this thing is, not just among the steel- 
workers, for evervbody is being affected. 

Mr. Searzes. Even with the plants back in operation, there will be 
empty warehouses. 

There is one point I might add, Mr. Chairman. In carbon steel 
the requests were 135 percent and 132 percent of what was allocated: 
alloy was 128 percent and 119; copper mill products, 134 percent and 
129 percent in the fourth quarter. So we have the third and fourth 
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quarter coming up. We have asked for a third more than was allo- 
cated. There is an attitude throughout the country that everything 
is fine, but the people are due for a rude awakening. 


TRANSPORTATION DIVISION 


Mr. Kirwiyx. What is the relationship between the work of your 
Transportation Division and the Defense Transport Administration ¢ 

Mr. Connor. There is no conflict. The coal-mining process simply 
stops unless there are railroad cars and other transportation facilities 
at-the mines in which the coal can be put as it comes from the mines. 

We must, therefore, recognize the essential role that transportation 
ylays in coal production. ‘Transportation is one of the critical points 
in our whole operation. It is one we must follow very closely to 
discharge our responsibilities for the production and distribution of 
solid fuels. 

The over-all responsibility for transportation rests with the De- 
fense Transport Administration. Defense Solid Fuels is concerned 
only with that part of transportation which affects the production 
and distribution of coal and coke. Our Transportation Division does 
not dupticate the functions of the Defense Transport Administration, 

The Defense Solid Fuels Transportation Division is concerned with 
three principal activities: First, the assembling of current data from 
various sources on the availability of ratiroad cars, vesseis, and barges 
suitable for coal loads. These data are required in order that I may 
be fully advised at all times on transportation and its impact on dis- 
tribution of solid fuels. 

Second, in presenting the specific needs of the solid fuels industry 
before the Defense Transport Administration and the various inter- 
departmental committees on transportation, storage, and port facil- 
ities. 

Third, in collaboration with the Defense Transport Administration, 
the Interstate Commerce Commission, the Association of American 
Railroads, major coal-carrying railroads, and the coal producers 
in programs to obtain the maximum utilization of transportation 
equipment. 

The Director of our Transportation Division serves as a representa- 
tive of the Interior Department on the Interdepartmental Committee 
on Port Utilization. With other committee members, he has inspected 
the port facilities of all the major United States shipping on the east, 
west, and gulf coast, so that we may know their transportation fa- 
cilities and equipment and capacity in case it should become necessary 
to divert shipments from one port to another such as in the case 
of a bombing. 

We have to know the facilities of all the ports in order to know how 
and where to divert the coal from one section of the country to these 
different ports. 

We have also worked with the Department of Defense on this matter 
of a survey of port facilities, storage and utilization. Of course, we 
worked with the Administrator of the Defense Transport Adminis- 
tration. He has asked to have our cooperation. 

Mr. Searves. I would like to have Mr. Warren of PAD comment on 
that situation. 
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Mr. Warren. I have just attended one meeting of the transport 
and storage committee of the ODM. The Defense Transport Division, 
I think, works with our Supply and Transportation Division on the 
problem that affects the movement of petroleum. Of course, a great 
deal of it is moved in tankers, and a great deal of it in pipelines and 
also in tank cars. Specifically, I just cannot give you an answer right 
now. I would be glad to develop it. 

Mr. SEARLES. Tt has worked satisfactorily. 

Mr. Kirwan. The relationship, whether it is with the steamship 


people, the trucking people, the plane people or the railroad people, 
is a friendly relationship ? 


Mr. Connor. Yes, sir. 


Mr. Kirwan. They do notify you where they have empty equipment 
when you want to use it? They are working in conjunction with you 
and working for the benefit of the country ? 

Mr. Warren. Yes. 

Mr. Connor. We are not only working with the railroad and the 
port oo but with the Maritime Commission on export controls and 
the OIT, various agencies of that kind in which it is necessary that 
we have information with respect to transportation problems. 





POWER PROGRAM 


Mr. Kirwan. To what extent are the construction programs of the 


Federal agencies in the public-power field coordinated with the ob- 
jectives you are trying to reach ¢ 

Mr. Seartes. They are well coordinated. 

Mr. Kirwan. In other words, private utilities and everybody are 
going all-out and doing their part? 

Mr. Seartes. Everybody has done an excellent job, Mr. Chairman. 

Mr. Kirwan. I am asking these questions because the basic ma- 
terials of our defense program come under the Interior Department 
and I am interested in how you are progressing toward the goods 
you must reach. 

Mr. Seartes. I would say actually my responsibility is coordinating 
all those five departments. I would say they are a well-oiled machine 
that functions well in and among themselves. There is no friction 
whatever. 

Mr. Kirwan. Do you find that the people you have to work with 
are cooperative ? 

Mr. Searzes. It is excellent. 


TAX AMORTIZATION 


Mr. Kirwan. I note that as of April 1952 over 14 percent or $2.5 
billion of the total tax amortizations authorized have gone to public 
utilities, chiefly for electric power. What geographical areas have 
ere the bulk of these loans and how many companies are in- 
volved ? 

Mr. Dryer. There are a great many electric-power certificates of 
necessity being issued nowadays, in the last several months, primarily 
because there was pretty much of a delay all through last year in the 


processing of the electric-power applications through the Defense Pro- 
duction Administration. 
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Therefore the issuances which in other industries occurred through- 
out last year are all being jammed into the first 6 months of this year. 
So that accounts for the fact that the power industry has the largest 
chunk of the certificates in the DPA releases in recent months. 

Mr. Srazs. Basically, they are down to about 40 percent. 

Mr. Dryer. The average percentage granted for tax amortization is 
around 45 percent. Thatead of there being a flat percentage for the 
industry, which is typical in some other instances, the percentage of 
rapid amortization permitted will vary from 20 to 65 percent. The 
actual figure for any particular project being determined by an evalu- 
ation of the extent to which that project actually represents develop- 
ment ahead of normal and presents a hazard of idleness later on until 
normal loads would catch up. 

Mr. Kirwan. Have any of these permits been given to the Pacific 
Gas & Electric? 

Mr. Dryer. The Pacific Gas & Electric in California? 

Mr. Kirwan. Yes. 

Mr. Dryer. Yes. They have received some certificates of necessity. 
They have also been denied a great many certificates of necessity. 

Mr. Kirwan. I did not say that to single them out. I want to have 
that understood thoroughly. I see where they are expanding to the 
extent of $1 billion 250 million, which is more than any corporation 
or any utility in the United States. United States Steel in its expan- 
sion is going in for about $600 million, taking the Morristown plant 
of $450 million and what they are spending in other parts of the 
Nation. 

Here is one company in the State of California that has a bigger 
program than any utility or any corporation in the United States. 

Mr. Dryer. That is right. The Pacific Gas & Electric is one of the 
largest, one of the two or three largest electric utilities in the country. 
Also, it serves an area which is rapidly growing. So it would be 
expected they might very well have the largest expansion. Power 
plants are expensive things to construct. 

When the total of the certificates for the power industry are issued, 
the power industry may very well be the second largest in terms of 
dollars. 

Mr. Forp. As a matter of curiosity, I would like to ask how the 
rates during the 5-year period and how the rates thereafter for the 
users are affected by the tax-amortization program. 

Mr. Dryer. That depends upon the practice of the State regulatory 
commissions, which vary somewhat. Generally, it is the practice of the 
regulatory commissions to provide a procedure under which the tax 
amortization has no effect one way or the other upon the rates paid by 
the users either during the amortization period or afterward. 

The most frequent method by which that objective is accomplished 
is by requiring the utilities to set aside in a special reserve the amount 
of the tax saving that they effect during this 5-year period and then 
later on after that amortization period, when their taxes are increased 
by the fact that they do not have their normal depreciation, that in- 
creased tax is paid out of the special reserve and does not become an 
increased cost to be included in the rates paid by the users. 

If you did not do that, the net result would be a reduction of 
the rates during the 5-year period and an increase later on, with, 
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of course, some time lag occurring in there in which somebody might 
get hurt. This is so because the increased 5-year cost for tax pur- 
poses is generally not recognized for rate purposes and only the tax 
saving would be a factor affecting rates. 

Mr. Seartes. Actually, the biggest help to them is in financing. 

Mr. Kirwan. You have not answered the other part of my ques- 
tion. What geographical areas have received the bulk of these loans 
and how many companies are involved ? 

Mr. Dryer. Practically every area in the country has received 
certificates of necessity. The bulk of the certificates are in the central 
part of the country and in the area in the Southeast and around the 
Gulf, where the largest percentage of expansion is taking place. 

If you wish an exact geographical 

Mr. Kirwan. Yes; insert it in the record. I am interested in what 
has been done in the Southwest as well as in Montana, California, 
Washington, Oregon, and the Missouri Valley. 

(The material referred to is as follows:) 





Geographical distribution of electric utilities which received necessity certificates to 
June 1952 


Nore.—(1) This tabulation is compiled on the b isis of the State where the electric utility maintains its 
headquarters. In sone instances the construction is in 3 different State. (2) This tabulation includes 
all the certificates issued to electric utilities includin? certificates whic) do not involve generating facilities 


nae 
oie | of certifi- we Os Amount ap- 
State Caton Kilowatts plied for 
issued | 
Alabama Bre Gets : pre 8 545, 000 $72,001, 113 
Arizona... StU ee encety 6 3, 735 Q28, O57 
Arkansas. ....... . 5 : ; acéGiceea 12 445, 000 50”, 652, 056 
California ed ‘ 36 708, C00 128, 166, 645 
Colorado : F ‘ . 2 187, 500 36, 416, 643 
Connecticut ; ‘ i 10 155, 000 42, 163, 801 
Delaware : 
District of Columbia___. 2 115, 000 25, 000, 000 
Florida. _- 10 340, 000 63, 069, 497 
Georgia 3 13 514, 000 88, 507, 870 
Idaho 3 &2, 509 22, 841, O57 
Tilinois.__- Ss 219, 000 53, 295, 224 
Indiana , 16 800, 000 143, 456. 52 
Iowa eRe d 
Kansas 2 100, 000 17, 091, 686 
Kentucky 1 69, 000 9, 497, 000 
Louisiana 9 199, 009 29, 074, 713 
Maine a 3 115, 000 31, 586, 778 
Maryland 15 370, 01 74, 0°7, ISS 
Massachusetts 5 207, 500 41, 885, 045 
Michigan 19 1,111, 090 233, 163, 764 
Minnesota 7 293, 500 50, 968, 100 
Mississippi 9 340, 000 45, 217, G72 
Missouri “ 11 355, 000 71, 054, S87 
Montana 1 60, 000 5, 444, 630 
Nebraska ° on oe 
Ne da aio 
New Jersey 12 185, 0% 33, 125, 319 
New Hampshire 4 80, 00 11, 854, 906 
New Mevico 3 70, 000 19, 729, 201 
New York he 15 1, 698, 300 209, 195, 998 
North Carolina 1 70, 000 9, 250, 000 
North Dakota saris a wae i? 
Ohio 27 1, 517, 000 256, 783, 330 
Oklahoma 
Oregon 4 416, 000 89, 280, 420 
Pennsylvania 4 792, 500 173, 207, 850 
Rhode Island 
South Carolina 5 150, 000 24, 371, 368 
South Dakota F 
Tennessee 3 15, 375 3, 833, 120 
Texas 31 1, 116, 200 167, 820, 325 
Utah 3 885, 839 
Vermont 2 19, 750 4, 422, 610 
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Geographical distribution of electric utilities which received necessity certificates to 
June 1952—Continued 





| Number | 
| of certifi- F . 
| cates Kilowatts 
| issued 


Amount ap- 
plied for 


State 





ki oneyedcenudakadciwekass MO OS ee, é 370, 000 74, 057, 000 
Washington , 7 eh ys a ayesha y 200, 000 | 35, 155, 240 
Me Oo cn lee cho Sls aie skis Pe en m tpen x 2: 684, 750 57, 036, 994 
Wisconsin _._.--. ra eas i sds ing bw eens ict ton i 147, 700 | 32, 012, 460 
Wyoming <F Saree Ip edi s apeedenl aul Gab ateente a 


WME sors 4ten a cae ped Beg el ae Nt i Ca | 376 14, 757,310 | 2,618, 492, 874 


Mr. Seartes. They have asked for 666 certificates and 376 phaive been 
issued by DPA. 

Mr. Kirwan. There is going to be a tremendous increase in power ? 

Mr. Scares. Actually, in 1887, which was the start of the power 
business, to the end of 1949 the total capacity was about 50 billion 
kilowatts. In 1950 it went up 5; in 1951 it went up 7; and in 1952 
the planned expansion is 9. In the 5 or 6 years from 1950 to 1955 the 
total capacity in the country will just about double what it was in the 
first 62 years of its existence. 

Mr. Kirwan. How did you coordinate the industr y expansion with 
Federal expansion in the power field ? 

Mr. Dryer. The coordination of private expansion with Federal 
expansion is achieved as part and. parcel of the same procedure by 
which we coordinate private expansion itself. We require the sub- 
mission of project statements describing the projects that are proposed 
to be built by private companies or the ‘Federal Government, and then 
determine the order in which the materials will be allotted. 

So, the coordination takes place as part of the combined review of 
all power projects regardless of whether they are private or public. 


DEFENSE FISHERIES PROGRAM 


What have you accomplished to day in the defense fisheries pro- 
gram and what are your plans for 1953 ? 

Mr. Anprrson. So far, we have kept the industry running on an 
even keel. We have been able to see that it has obtained the materials, 
manpower, and the other things that it needs to produce the canned, 
fresh, frozen fish. and the fish oil. We intend to keep on that same 
program during the coming year. 

The emphasis changes. Sometimes it.is on facilities and manpower ; 
other times we run into labor disputes which we have to assist with, 
which is a current problem now. 

Another current problem at the moment is that the military is 
taking over large areas of the coast for bombing ranges, gunnery 
ranges, maneuvers, and things of that sort. Very frequently they 
will take over choice fishing areas. 

We have been able to intervene in those cases and discuss the matter 
with them and frequently get them either to restrict the area or 
change to some other area where it will be less detrimental to the 
fishermen. 
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Mr. Kirwan. When the military takes over a certain area along the 
coast and they are testing and bombs, guns, whatever it may be, does 
it have an effect on the fish that are spawning ¢ 

Mr. Anperson. It is quite apt to. 

Mr. Kirwan. And it is bound to effect all the streams and tributaries 
that lead to the bay or ocean in relation to the fishing industry‘ 

Mr. Anperson. In cases that has been true. 

Mr. Kirwan. Is that true in Alaska? Is Alaska the best fishing 
land we have in our country today ? 

Mr. Anperson. That is the largest and most valuable resource in 
American waters, yes, sir. Right at this time we are having con- 
siderable difficulty there. Bristol Bay is a good fishing area and this 
is the big year of the 5-year cycle. There have been serious labor 
disputes which looked as if they might prevent us from harvesting the 
catch there, but now it looks as if the companies and unions have 
gotten together and we will be able to get the fish. 

It is a 30-day season. Either you get them from June 25 to July 25 
or you do not get them. 

Mr. Kirwan. Is the Department undermanned ? 

Mr. Anperson. Yes. 

Mr. Kirwan. Is the Department undermanned to enforce the fishing 
Jaws in Alaska and throughout the rest of the country ! 

Mr. Anperson. That is correct. There may be some assistance in 
Alaska next fiscal year through the transfer of some funds from the 
pe of sales from fur seal skins which will help out. But it still 

eaves the Department with a man just every few score miles. What 
we should have is a man watching every creek and river up there. 

Mr. Kirwan. Is it a fact that there are more guards in the State 
of Rhode Island, where there is hardly one deer, more enforcement 
officers and fish wardens than you have in all of Alaska ? 

Mr. Anpverson. I think that is correct. 


PETROLEUM ADMINISTRATION FOR DEFENSE 


Mr. Kirwan. We come to the Petroleum Administration for De- 
fense. Please elaborate on the Under Secretary’s statement as to the 
present status of your oil and gas programs and the outlook for the 
future. 

Mr. Warren. I have a statement that I will read, with your 
permission. 

Mr. Warren. Mr. Chairman and committee members, this is my 
first appearance before a congressional committee since I was ap- 
pointed by Secretary Chapman, the Petroleum Administrator, as Dep- 
uty Administrator of the Petroleum Administration for Defense. My 
predecessor, Mr. Bruce K. Brown, with whose record you are familiar, 
served as Deputy Administrator from the establishment of the Petro- 
leum Administration for Defense in October 1950 until the end of May 
this year. I have been continuously active in the petroleum industry 
since 1923. In addition, prior to my appointment as Deputy Adminis- 
trator, I served as an industry adviser to Government as a member of 
the National Petroleum Council and the Military Petroleum Ad- 
visory Board. During the 21 months of its operation, the Petroleum 
Administration for Defense has actively assisted and encouraged the 
petroleum and gas industries to expand their facilities to meet heavy 
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increasing civilian and military requirements. I need not dwell on 
the importance of petroleum and gas world-wide to the defense of the 
United States and friendly nations. 

The first problem faced by this agency was that of meeting the avia- 
tion-gasoline requirements of the Armed Forces. Through industry- 
Government cooperation, avgas production has been more than doubled 
since Korea. Increasing requirements of both the airlines and the 
military will require further expansion. 

PAD this spring obtained approval from DPA for new petroleum 
expansion goals both domestic and foreign for 18 months hesning 
July 1952. The program calls for the following: 

(1) The drilling of 80,000 wells in the United States and 10,000 wells 
abroad, 

(2) Increased domestic refining cg mg at the rate of 500,000 bar- 
rels per day per year and foreign at the rate of 370,000 barrels per day 
yer year. 

( 5) The construction of 19,700 miles of domestic pipelines and 3,800 
miles of pipelines in foreign areas. 

(4) Increasing United States storage capacity by 153 million bar- 
rels and foreign storage capacity by 35 iniffion barrels. 

(5) Increasing the production of natural gas liquids in United 
States at the rate of 88,000 barrels per day per year. 

We are currently developing a program for expansion of gas facil- 
ities. 

This approved program represents a goal which we believe industry 
will attain, using billions of their own dollars provided materials are 
made available and provision is made for accelerated tax amortiza- 
tion in appropriate instances. | 

In connection with accelerated amortization, PAD undertakes the 
basic evaluation of projects and determines the instances where accel- 
erated amortization is appropriate. These determinations are in con- 
formity with the eee taneniaens goals outlined above and stand- 
ards established by PAD for types of construction. 

PAD claims, obtains allotments, and distributes to industry some 2 
million tons of carbon steel each quarter so that industry may install 
the necessary facilities. In addition, PAD works closely with NPA 
and other agencies in the scheduling of manufactured products, such 
as heat exchangers and generators, which are bottlenecks to the ac- 
complishment of construction goals. As distinguished from a num- 
ber of defense agencies, PAD has the exclusive responsibility for 
authorizing that construction in the petroleum industry possible with 
quantities of materials made wealiahiete PAD. 

Throughout the history of PAD, the most critical problem in carry- 
ing out the expansion program has been the shortage of materials. 
The current steel strike represents a serious threat to the possibility 
of meeting present expansion goals which must be met if military and 
economic security of the Nation are to be protected. In concrete 
terms, the steel strike means a loss of 5,000 tons per day of oil country 
tubular goods. Since 44 tons are required for the drilling of an average 
well, each day that the strike continues 110 programed wells cannot be 
drilled. We are losing 10,000 tons daily of line pipe production. Since 
115 tons of line pipe are required on the average to build one mile 
of pipeline, banks 90 miles of badly needed pipelines are being de- 
layed each day the steel strike continues. These are but two examples 
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of the effect on our program of the steel strike. Similarly, all other 
premceme are being delayed by lack of materials. Our objective will 

, of course, to overcome these delays and to assist the industry in 
carrying out this program which has been determined as essential 
to national security. 

During the past 21 months, serious problems have been encountered 
and solved through industry cooperation such as heating oil shortages 
on the east coast, adjustment of world supplies necessitated by the 
loss of Iranian production, obtaining supplies for the Armed Forces, 
and natural gas shortages in the Appalachian and east coast areas. 
We are continuously called on to assist defense industries in obtaining 
fuel supplies. Whuile meeting these day-to-day emergency problems, 
we have continuously striven toward increasing reserve capacity in 
all areas so that the Nation can fuel an oll-out war. 

During the coming fiscal year, we anticipate the continuation of 
the many problems that face the agency, and the development of new 
problems as a result of recent events such as the petroleum and steel 
strikes. The Under Secretary has already spoken to you briefly on 
the present outlook. I should like to expand somewhat on this state- 
ment. 

As the result of the increased demands arising from the Korean 
war and the mobilization program, together with the loss of 700,000 
barrels per day of crude oil production and 550,000 barrels per day 
refinery output in Tran, and the loss of over 56 million barrels of 
products from the recent refinery strikes in the United States, we 
are faced with the possibility of a shortage of petroleum between now 
and the end of next winter. There is a serious question as to whether 
there is sufficient refining capacity world-wide to produce enough 
products to offset these losses and meet iereased military and civilian 
demands of the United States and friendly foreign nations. For 
example, it is expected that east coast and Gulf coast refineries will 
have to operate continuously at the unprecedented rate of 97 percent 
of capacity from now to the end of next winter. 

The United States military demands in the last half of 1952 are 
expected to exceed the first half by about 25 percent and 44 percent 
greater this fiseal year than last. Civilian demands will continue 
to grow but at a somewhat lower rate than during 1950 and 1951. 
The shortages abroad, resulting from the shut-down of petroleum 
operations in Iran still require that the United States export about 
160 000 barrels per day above normal exports throughout 1952 and 
1953. 

The fact that the military has not yet secured offers to cover all 
of their requirements for the last half of 1952 1s an indieation of the 
present tight petroleum supply. It is one of PAD’s functions to 
assist the military in obtaining petroleum to meet their essential 
requirements, 

A special problem exists on the west coast where there is a basic 
shortage of crude oil. Since the start of the Korean war, the west 
coast has been hard pressed to supply the greatly increasing military 
requirements and still satisfy its normal civilian and export demands. 
Since the first of this year, it has been necessary for the Armed 
Forces to buy a part of its Pacific area requirements on the Gulf 
coast. Refinery capacity in California is generally adequate to meet 
current military requirements and several steps have been initiated 
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‘to augment crude-oil supplies. Crude oil is now being imported from 
Sumatra and a crude-oil »ipeline is under construction from Alberta 
to the west of Canada which will have an initial capacity of 75,000 
barrels per day late in 1953. A new crude-oil pipeline from Texas 
to California is under consideration. None of these steps, however, 
will eliminate shortages on the west coast before the end of 1953. 
In the meantime, a substantial part of the west coast military re- 
quirements must be obtained from other areas. 

A basic operating policy of the PAD has been to carry on its 
operations with minimum staff consistent with good administration. 
The paid staff has been increased only to meet ‘stern necessity. We 
have drawn heavily upon the abilities of a large group of experts who 
have served and are serving either full time or as consultants with- 
out compensation and whose services could not be obtained in any 
other way. Many of the technical staff voluntarily serve long hours 
over and above the normal workweek without additional compensa- 
tion. Each member of the staff feels a high degree of personal re- 
-ponsibility and pride in the activities and accomplishments of the 
PAD. 

The budget for the fiscal year 1953 which you have been asked 
to consider requests an appropriation of $2,815,000. This current 
fiscal year we are expending $2,337,000. 

By practicing all possible economies, and eliminating certain geo- 
logica itndich which were to have been made in the Spraberry area, 
we will be able to continue operations at approximately their present 
level. No new activities can be undertaken, and no expansion of the 
present staff will be possible. We expect the petroleum and gas indus- 
tries as in the past, by all-out effort, to minimize the potenti: Tal supply 
difficulties facing the Nation during the coming year. However, it 
must be reiterated that the activities of PAD will have to be expanded 
if, in spite of these efforts, serious shortages develop. In such a cir- 
cumstance, the appropriation now requested will be inadequate, and 
it will be necessary to request additional appropriations should the 
need for expansion become apparent. 

We have about 300 paid people on our staff over there and about 27 
WOC’s and about 30 consultants. 

Some of the problems have been alleviated during the past year 
but some have increased. For instance, the steel strike is making it 
quite difficult for us. It takes about 44 tons of oil country tubular 
goods to drill a well. We are losing about 110 wells that would be 
drilled due to the lack of production as far as tubular goods is con- 
cerned, 

One of our big problems this year is the heating-oil problem. As 
far as expansion is concerned, many of the piplines for gas and oil 
are progressing quite satisfactorily. We have an expansion goal of 
80,000 wells to drill in this next year and a half domestic: ally, and 
10,000 foreign. Up until June they were getting along nicely on 
the well expansion, but it is now nip and tuck as far as oil tubular 
goods are concerned. 

Mr. Srarves. I would say that the job referred to that runs to the 
steam plant would take a day’s capacity of that mill. Some of that 
is 30-inch — There are three utilities requiring provision : water, 
steam, and ga 

Mr. Warren, there are about 110 wells lost each day? 
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Mr. Warren. Yes, about 5,000 tons a day for oil expansion. | 
might say our problem is one of supplies. We have a program to 
meet the essential civilian needs and the military. We are also aiming 
to try to attain that goal. 

I can tell you about some of the areas in which we are short and 
what we are working on. Some of the problems are less than they 
were last year and some have increased. In oil production, what we 
are trying to do is get an excess capacity that would be available in 
the case of an emergency. That means well drilling. That means it 
is to go at the rate of about 50,000 wells a year, with an average depth 
of about 3,900 feet. That is pretty well divided over the variou- 
oil sections of the country. 

Mr. Kirwan. Did I understand you to say 50,000 wells? 

Mr. Warren. Yes. 

Mr. Kirwan. And it averages / 

Mr. Warren. The well will average around 3,900 feet. 

Mr. Kirwan. That would be 40,000 miles of pipe alone? 

Mr. Warren. Yes. That is special oil country tubular goods, which 
is seamless and is put through a different process. 

Mr. Forp. Does your agency have problems in getting 8- or 16-inch 
steel pipe ¢ 

Mr. Warren. Yes, we do on pipelines, not on drilling wells. Most 
of the pipe used in drilling wells is 1334 or less. 

Mr. Forp. Is there a severe shortage of 8- and 16-inch pipe? 

Mr. Warren. I cannot answer that, specifically. There has been 
a shortage in that size, and also in the larger sizes. We consider 16- 
inch and below the smaller sizes. There has been that shortage. We 
are allocating pipe to projects on the basis of hoping the mills will 
have it available. 

Mr. Forp. And the pipe you are allocating is all related to national 
defense ? 

Mr. Warren. Yes. 

Mr. Forp. What percentage of the production of that kind of pipe 
would be allocated to you for national defense ¢ 

Mr. Warren. I cannot answer that. There is a shortage of pipe in 
all sizes. Virtually all mill production at this time is for approved 
and rated orders. Little, if any, pipe is being produced for stock pur- 
poses. For any given pipe size the quantity manufactured varies own 
period to period. There is no normal production rate which can be 
used as a basis for answering the question which you have asked. 

Mr. Forp. I asked the question because the Civil Defense Authority 
wanted to buy 1,500 miles of 8-inch and 150 miles of 16-inch for stock- 
piling. It seems it is better to put that kind of pipe into the kind of 
projects you are interested in rather than Mockuling it all over the 
country. 

Mr. Kirwan. I think Mr. Ford is right. I think it would be easier 
for the President to call some pipe company and say, “Roll pipe to- 
morrow,” rather than have it up in a field and have an Army painting 
it all the time. The most expensive thing in the world would be to 
do that. 

What success have you met with ‘n your attempts to have the 
Canadian and Alberta Government open up the oil and gas fields in 
Canada ? 
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Mr. Warren. We work closely with the Canadian agency that cor- 
responds to ours. There are the tubular-goods requirements, and 
other problems. tae: 

During the recent oil strike where we had to put a limitation on 
aviation gasoline, we worked with Canada and the United Kingdom 
and all the other agencies so va would have a similar arrangement. 

There is, as you know, a pipeline being built now that is going to 
Vancouver called the trans-mountain line. I think they are going to 
do that this summer so they can fill it in during the winter. That will 
put about 50,000 barrels of oil on the west coast and will release some 
California crude. 

Mr. Kirwan. Do you find both border countries friendly in that 
respect ¢ 

Mr. Warren. The relationship is good. 

Mr. Seartes. On the gas end of it, one field was set up for 1962. 
There have been hearings before the FPC in which the Canadian 
position has been stated. They have attempted to put an embargo 
on any gas coming to the United States. 

Mr. Kirwan. To what extent do you work with the military in the 
formulation of their petroleum requirements ? 

Mr. Warren. Very closely with the military procurement, and also 
General Johnson with the Munitions Board. Any time they have 
shortages, we help them procure supplies to cover that. We work 
hand-and-glove with them. 

Mr. Sear.es. You would say the cooperation during the aviation 
gas shortage was excellent? 

Mr. Warren. Yes. 

Mr. Kirwan. Are you utilizing the regular personnel of the Bureau 
of Mines? 

Mr. Warren. We consult with them on any technical problem where 
they can be of help. 

Mr. Kirwan. What happened to the contemplated expansion of 
your Facilities Security Division ¢ 

Mr. Warren. We had arrived at a point where we had a manual. 
We have reduced the staff by one man, but we are keeping him on 
as a consultant. He was a W. O. C. man. We are keeping it in 
abeyance, and him in a consulting capacity. 

Mr. Kirwan. Will you file for the record a table showing the work- 
load statistics for each agency for 1952, the contemplated loads for 
1953, 2 the number of permanent positions filled as of your last pay 
period ? 

Mr. Searues. Yes, sir. 

(The material referred to is as follows :) 


Number of permanent positions filled, Department of the Interior defense 
activities, as of June 20, 19527 





nr II ne em eenen 22 
Defense Solid Fuels Administration.___....._____-_--_-_-- 55 
Defense Electric Power Administration....__......_----_-_--_ 122 
Defense Fisheries Administration.____.___......_.--____-_-_-_- 13 
Petroleum Administration for Defense_............-_--_-__-_-_-_- 307 

SIE RERIRSES TW GSES BARR SPS oad cae ne ee 519 


1Excludes W. A. E. oom actually employed) and full-time or part-time W. O. C. (with- 
eut compensation) employees. 
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DEFENSE PRODUCTION STAFF—WORKLOAD EVALUATION 


Since the workload for this activity obviously cannot be expressed in statistical 
terms, a narrative evaluation is submitted as follows: 

The currently authorized number of permanent positions on the Defense 
Production Staff is 39. At the close of the last pay period there were 22 full- 
time employees. In addition, three consultants.are employed by the staff when 
their services are required. One of these consultants is in process of being 
transferred to a vacant full-time position. Active recruiting is underway to 
fill only four more vacancies. This will bring the staff up to a complement of 
27 full-time employees, or 12 employees less than the currently authorized 
number. 

This small staff provides essential staff assistance to the Secretary and the 
Under Secretary in connection with their defense-production responsibilities. 
The varied nature and character of its duties makes their measurement very 
difficult by workload indices. 

The staff is not engaged in any continuous processing activities. A possible 
exception is its defense order clearance function. In the fiscal year 1952 the 
staff will have received and evaluated, in consu!tation with Interior operating 
agencies, roughly 250 clearance committee documents relating to proposed NPA 
orders or amendments, and revocations of orders. During this same period, some 
160 notices of intent (preliminary notifications with regard to new orders or 
order changes) will have come from NPA and been reviewed. It is expected that 
this work will continue at about its present rate as changes in regulations are 
continuously proposed in response to changing conditions during progress of the 
defense program. 

Interagency committee activity of the staff can only be measured in terms of 
numbers of committees which meet with varying frequency and require varying 
degrees of staff preparation. At the present time the number of such commit- 
tees is 10. It is difficult to anticipate how much committee work will be necessary 
in the future, but it is not now anticipated that it will decline. 

Department of the Interior defense-program reports, or defense-program re- 
ports of other agencies requiring an Interior contribution, place upon the staff 
a reguiar burden which is expected to continue indefinitely. The reports include 
the monthly and annual report to the Joint Committee on Defense Production, 
the quarterly report to the President by the Director of Defense Mobilization, 
President's annual and mid-year economic report to the Congress, sections re- 
lating to defense activities included in the annual report of the Secretary of the 
Interior to the President, and other regular reports. 

Other “Specific continuous activities,’ for which there is even less of a basis 
of measurement than those indicated above, are listed on pages 4 to 6 of the 
“Justfication for appropriations, fiscal year ending June 30, 1953, Department 
of the Interior, defense producton activities.” Over and above these specific 
continuous activities, the staff is engaged from time to time with regard to 
preparation, or coordinating preparation of, special reports or with regard to 
special problems requiring attention at the Secretary's staff level. Such as- 

signments are generally unpredictable and may require concentrated effort of 
one member of the staff for 1 or 2 days or as long as several weeks for one to 
three members. It is now anticipated that must staff time will be devoted in 
the coming fiscal year to more intensive study of defense resource requirements 
in connection with the establishment of the “defense mobilization base.” 


DEFENSE Soiip Fuets ADMINISTRATION—WoRKLOAD Statistics ! 


Construction applications (Form 4C) (CMP Regulation 6) 











Fiscal 1952 | Fiscal 1953 
Number Amount Number | Amount 
Coke ovens ae 35 $138, 000, 000 30 $159, 000, 000 
Coal mines... . raven See awipanuhitepenintiindia 165 173, 000, 000 150 150, 000, 000 


' The data shown above do not envision the possible adverse effects of the present steel strike. If the 
Strike continues for a protracted period the 1953 workload estimates will have to be revised upward. 
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The above are applications for authority to commence construction and for 
allotment of controlled materials and/or rating for other materials and equip- 
ment for construction projects under CMP Regulation 6. 


Major capital additions (Form GS-50—Priority application) 





Fiscal 1952 | Fiseal 1953 














| Number; Amount Number | Amount 
i as a |— 
Coke ovens_.---.------- omar mite, Seis 55 $930, 000 55 $930, 000 
IN ae ida ols 5 on lacks BURR E ness ocanne ak 482 24, 000, 000 500 | 28, 000, 000 


| 


NPA Order M-87 provides, among other things, for priority ratings for capital 
additions. The above are the number of requests granted priority assistance to 
obtain machinery and equipment. 


Adjustment of MRO quota under MRO Order M-87 and inquiries on priority 
assistance (capital additions) handled by correspondence 


Cases 
a a a Neen a i ie a a sr tmateraeetiee 1, 436 
Sa ania Sirae gel aE RSS ee APRN ED © ER eal ee EA CS Ro 1, 000 


NPA Order M-S7 provides for maintenance, repair, and operating supplies 
(MRO) and capital additions for the solid-fuels industries under the Con- 
trolled Materials Plan. Provisions are made for the adjustment of the MRO 
quota if it is insufficient for current needs. In many cases the adjustment of 
quotas will carry over into 1953 and we therefore anticipate a material re- 
duction in this area. 


ACCESS ROADS—-METALLURGICAL COAL 


With the increased demand for metallurgical coal in the west, we expect some 
requests for assistance in the Colorado-Utah area. 

Designation of March 3, 1952, from the President to the Secretary of the In- 
terior and redelegated to DSFA. 


Applications for certificates of necessity and loans 





Fiscal 1952 Fiseal 1953 
Number Amount Number Amount 
Certificates of necessity , Sn aaa ert 78 $445, 000, 000 80 | $450, 000, 000 
Loans Fe BS ABR OED is IR re TR 14 | 7, 000, 000 14 | 7, 000, 000 


i i 





Applications for necessity certificates must be carefully studied; they will 
become increasingly complex and will have to be more carefully analyzed and 
reviewed to determine whether they comply with section 124A of the Internal 
Revenue Code and Executive orders, and conform with the policies established 
and approved by the Secretary of the Interior. 

Loan applications are carefully studied, analyzed, and reviewed to determine 
whether they meet the requirements under section 302 of the Defense Production 
Act. If the application involves facilities for the production of materials needed 
for defense an extensive and thorough study is necessary to determine the 
economic, technological, and financial feasibility of the project. 
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Defense Electric Power Administration 


workload statistics! 





Fiscal year 1952 


Fiscal year 1953 





Total number of major project filings to date. 
Additional number of major project filings at “Sa i leh 
Amendments to previous filings at rate of__.... mi ee 
Issuances of allocations to major projects at rate of... - 


..| 6,260 
| 215 per month_. 


696 per month ___- 
1,218 per month... 


| 215 per month, 


* 700 per month. 


| 1,200 per month. 


Processing of order board changes on major equipment at rate of.| 900 per month___--_- | 1,200 per month 
Processing of requests of certification of delivery date for heavy | 85 per month..____- 150 per month. 

equipment at rate of. | 
—_—" to lists of major equipment requirements at rate | 250 per month_._____| 275 per month. 

| 

Piestieias of requests for expediting assistance at rate of... __| 1, 285 per month__. + 1, 400 per month. 
Industry-wide surveys completed ___- ae bevand 15 15. 
Processing appeals from MRO quotas at rate of 200 per month__ 200 per month. 
Number of applications for necessity certificates received _- 704 


Dollar value of applications for necessity certificates received. -| 
Kilowatt capacity of applications for necessity certificates | 18,600 
received | 


Processing applications for necessity certificates___._- i Sa } | 35 per month........| 10 per month. 








! The steel strike will greatly increase the workload of rescheduling equipment and aan! ie construc- 
tion, and will require current revisions of studies of loads and capacities throughout the country. 


DEFENSE FISHERIES ADMINISTRATION WoRKLOAD STArTISTICs * 

Much of the workload of the Defense Fisheries Administration does not lend 
itself to statistical summarization. For instance, a great deal of time is spent 
in preparation for, and in attendance at, the many requirements and other com- 
mittee meetings relating to defense, and in the assembly and analysis of 
data necessary for the taking of actions, giving of advice, and making of recom- 
mendations on defense fisheries matters. There follows, however, a summary 
of the principal types of defense cases handled by DFA during the fiscal year 
1952 and an estimate of those which will be handled in fiscal year 1953: 


j | 


<0 
— | through | Estimate, 
June 15, | 1953 
1952 | 
} ! 
Cases of spot assistance for obtaining materials, sagetien, and hoqeipne es | 80 | 60 
Actions on formal requests for certificates of necessity - Shh ac ad oer 8 | 8 
Actions on formal requests for Government loans A SST iy RT 3 | 3 
Actions on requests for information re criteria re Government loans ey ae | 21 | 20 
Actions on requests for aid in deferment of draft registrants, ete__.....-- 60 | 20 
Actions on requests from OPS for data and analyses to be used in establishing, | 
suspending or decontrolling price ceilings - ___- af 35 | 80 
Cases of assistance in obtaining foreign or Te rritorial rep acements for fishery i 
9 9 
workers. __- i npiib socehiniebakiasS tae itlinG RSA Slee pnieinives } 2 2 
Cases of assistance in wage and labor disputes. dal panne 35 45 
Studies of proposed marine military firing ranges and other restricted areas... -| 22 40 
| 








There were 13 permanent positions filled in the Defense Fisheries Adminis- 
tration as of the pay period ending June 20, 1952. 


1The above workload information was prepared without consideration given to the cur- 
rent steel strike. If the steel strike continues for an extended period, the effects upon the 


workload and program of this agency, in my opinion, will be greatly increased, the extent 
depending upon the length of the strike and the nature of settlement. 
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PETROLEUM ADMINISTRATION FOR DEFENSE WoRKLOAD STATISTICS 





Critical materials—F orms, applications, etc., received and processed 






























































53 
eae ) a 
Estimated 
| number 
h. Form No. Title NS 
h. | Fiscal | Fiscal 
; } | year year 
| 1952 1953 
h. 3 PADOR toss oda ....... Emergency Oil Country Tubular Goods Applications__| 12,328 | 12,328 
PAD-16......--------.----.-----| Inventory Oil Country Tubular Goods__..----.....--- | 12,032 | 12,032 
2 PAD Os na .....| Casing and Tubing Applications __......_........-..-- | 15,448 | 15, 448 
i PAD-17DP.. PRR be Sa See | 1,960 | 1,960 
wii. eS aer ewer? | Petroleum or Gas Project Applications ____- | 5,000 5, 000 
PAD-26 en: EPR AS Ei | Monthly Progress Report of Major Construction Work |__| ___- | 30,000 
PAD-26L TR I SEs eae 1,000 | 1, 400 
Pp nike Sar eked at ...| Foreign Petroleum Project Applications. __...-...... | - 425 500 
; iy, Sea ...-.| Delivery Orders for Foreign MRO Material__.._..___- 20,000 | 22,000 
_e % Delivery orders. ...-.--..-.-----|-- 5,200 | 5,200 
ruc- 5 CRP es 6 iiss. Jolene cand Oil Field Machinery and Equipment Manufactures | 1,400) 1,400 
J | Applications. 
e: 6, BRASS aap ar Om | Special Construction Projects... .............---------} 100 100 
: Special rasta requests. ras SRE ET ae SOL OF RS BS PS iene oe eee 4 1, 540 2, 500 
PAD-73 i ..| Requests for Information (Gas)... ...-......-..--.--.-- 3, 000 3, 000 
PADAWM......f.582c.05. ....| Requests for Information (Gas) -_........-...--------- | 1,200 3, 600 
‘nd # nprmenrren — SI i SERINE iE Ned Sai BE dua ath 
ent 3 Accelerated tax amortization data through May 1952 
8 
ym- E _ — 
“4 ; Explanation Number of Value 
ym- 4 2 | projects 
ry 4 de on | } 
ear 4 | Millions 
r Applications received _............--..-.-.-- Bhtiivd bch sass PEALE ES EE aes See 1, 278 $3, 511 
ee. ‘ Preseem pessprpentes Se eppsorel- si echaibhinasc: desea lcere Bi ctcS aaibshod Glaka is tases wave 851 2, 
Projects recommended for denial... -..--- Se el gts RE Ee ether ale «A adios on 194 | 234 
: PEGE MEIER BE SOI oo lin dng bh ann ce pen emeeeeerinnnandensepar-an- | 233 765 
te, f Portion of approved projects 0S ESRD ERE B88 As TERR BEE aa Wace ae 50 
— & The foregoing statement includes applications received and processed during 
60 the 18-month period ending May 31, 1952. Approximately 900 applications 
4 were received during the fiscal year 1952. It is estimated that the number of 
on applications received during the fiscal year 1953 will be approximately 20 percent 
1) less than in fiscal year 1952. ‘ 
8O 


Mr. Kirwan. You say the Department is making every effort to 
a handle the situation, whether with oil, gas, or whatever it may be? 
40 Mr. Spares. Yes, sir. 
Mr. Kirwan. And cooperating with every corporation and utility? 
Mr. Searces. That we are I think is made evident by the very little 


1is- pe 4 
criticism received. ‘The defense agencies have fewer fires to put out 
than any other area that I know of. 
mr. Mr. Kirwan. It has been proven that the Secretary is doing a good 
ent job. 


Mr. Seares. Yes. 
EFFECT OF REDUCTION 


Mr. Forp. Mr. Searles, I would like your comment on this situa- 
tion. The 1952 budget request for the Department of the Interior for 
the Defense Production Activities was $7,245,000. Congress in its 
wisdom, or lack of it, reduced that to $5,235,000. What has been the 
effect on your activity as a result of that reduction! 

Mr. Sxarves. It has had its handicaps in some areas. 
Mr. Forv. Specifically, how? 
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Mr. Searves. Overtime, for one thing, increased overtime. I would 
prefer to have the budget officer answer that, as he is well acquainted 
with it. 

Mr. Suirn. I think, in general, when that subject has been discussed 
at recent conferences with regard to budget matters and in attempting 
to foresee our situation, definite handicap in some areas has been re- 
flected. 

I think some of the budget officers from the agencies will concur in 
this, such as DEPA, for example, and PAD, employing not only 
those who are full-time employees but those who have been borrowed 
from industries and are required to work, in a sense, day and night, 
over long hours, week ends, and so forth. 

In some cases it was hoped that by 2 little additional provision for 
personnel, in our previous requests and as we foresaw requirements for 
the future, some relief from this might be obtained. 

Mr. Seartes. The best evidence of that is our check-in and check- 
out at the guard office on Saturdays. 

Mr. Forp. You say “overtime.” If they worked overtime and were 
compensated for it, it would show in yeur appropriations. If they 
work overtime or not, it is not reflected ¢ 

Mr. Smirn. As the Under Secretary has indicated, it is shown in 
the after-hours book downstairs but it is not compensated. In many 
cases the people who work overtime are the top people. And it can be 
said that it is the top people who have been chiefly affected by it. They 
would not, in most cases, receive overtime, and it has not been reflected 
in expense. 

Mr. Witson. Even those who do receive overtime draw $1.51 as 
opposed to $2.52 us regular payment. We take a 25 percent payment 
of tax out of that, and most of them do not claim it 1f they do work. 

Mr. Forp. I was interested in this situation. In your 1952 estimates 
you requested for the Office of the Secretary $370,000. There was a 
request. for approximately 55 positions. I find during the fiscal year 
1952 you had approximately 52 employees. How do you account for 
that? . 

Mr. Worr. They were authorized this number. We did not actu- 
ally have that number on board at any one time. I presume the ar- 
rangement by which the funds were administered would have per- 
mitted us to have that many but we did not have that many. 

There are two columns ¢«n page 12. It would make 52. My off- 
hand guess would be that we probably would have had at one time 
a maximum of 45. I would have to guess on that. 

We have reduced from those on board, definitely the 14 who were 
in the Administrative Division. Others who were at one time or 
another on the staff have been transferred. The mumber which you 
see here of 27 for our 1953 estimate is approximately the number we 
have on board. There may be several vacancies. We now have a total 
of 27. That is our going rate, as it were. 

It represents a substantial reduction both over our fiscal allowance 
and over our authorized personnel allowance for 1952 and over our 

actual people on hand. 

Mr. Searues. It cuts it about in half, 52 to 27. 

The Industrial College and the War College is meeting today, and 
I wanted to be there before it adjourned. I wonder if there are any 
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specific questions that Mr. Ford has for me. If I could leave, it would 
be helpful. 

Mr. Forp. Turning to the Solid Fuels Administration, in 1951 the 
actual appropriation * was $330,836. The budget request for the fiscal 
year 1952 was $665,000. The actual appropr ation for the fiscal year 
1952 was $448,400. That was a rather substantial reduction from the 
budget request. What has been the effect, Mr. Connor, on your office ? 

Mr. Connor. The effect has been that we have had to substantially 
curtail a good many investigations that we would otherwise have made 
and informative statistics that we would have gathered. 

Mr. Forp. What kind of particular investigations and what kind 
of detailed information ? 

Mr. Connor. As to transportation and distribution of coal through- 
out the country. We have not been able to get any distribution statis- 

ties, I think they were discontinued in 1946, 

Mr. Foro. What has been the effect of the lack of those statistics ? 

Mr. Connor. Because of the lack of any labor trouble, because God 
was good to us and gave us a very mild winter last year, and we did not 
have the tr ansportation shortage that we anticipated we might have; 
because of the fact that the export business took a conside} ‘able amount 
of our tonnage that otherwise would not have been allocated, and the 
TVA and the Atomic Energy Commission came up to take some in 
the central part of the territory, we did not have the necessity for 
it at that time. 

But the thing we are trying to do, Mr. Ford, is to be prepared when 
those things happen. As I see it, that is part of our job, not to wait 
until the emergency is on us and then jump in and try to do something, 
but to be prepared ‘for it beforehand. 

We have to be, in the case of the distribution and diversion of coal. 
In the case of work stoppages, or in the case of a full-blown war or any- 
thing of that kind that comes up that makes it necessary that we take 
a certain type of coal, such as metallurgical, of which we have a fair 
supply, and some of it is being used for purposes other than metallur- 
gical, if we have it where we . know where it is, Where to take it, the 
roads to handle it, the cost of transportation, so as to mesh all of those 
factors, we can get the best results out of it. 

Mr. Forp. In this budget request for the next fiscal year are there 
funds for those purposes ¢ 

Mr. Connor. No, sir. That was thrown out definitely by the Budget 

sureau and we are without them. If we have occasion to use them, 
we are going to be ina terribly bad position. 

Mr. Forp. How long would it take to gather that data? 

Mr. Connor. We tr ied to figure, I think, at one time, of going in to 
get a year’s statistics. By the time we got it gathered it would be no 
longer of any use, because unless you have current statistics and fig- 
ures coming in each day and month as we go along it does not mean 
anything as to what happened last year on that situation. 

Mr. Forp. What was eliminated in your budget request from your 
present appropriations, the difference being about $18,000% What 
was eliminated from the functions you are trying to perform or will 
perform after July 1 that warranted that reduction / 

Mr. Connor. I think we have a statement in here that gives the 
reductions. 
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Mr. Smirn. The Interior Defense Agencies were given a total 
figure, upon which it was necessary for us to schedule downward all 
agencies on a proportionate basis. This was established using the 
level of actual money available to all the agencies this year as a base. 
Sg proportionate reduction to Solid Fuels was approximately 

18,000, 

As we observed at that time, what it left was in all probability suffi- 
cient just to carry on existing activities as they are now. ‘For any de- 
cided change in the economic picture during 1953, or otherwise, it was 
felt the funds would be insufficient and the activities could not carry 
on satisfactorily. So we studied the change for DSFA in relation to 
some of our costs last year. Our actual obligations for supplementary 
work performed for us in economic and technological work by the 
Bureau of Mines was $75,000. 

The Bureau had requested a small increase for next year, up to 
$90,000. It was necessary for us to eliminate the $15,000 increase. 
There was approximately $3,000 additional which was for absorption 
within personal services. We took that out by adjustment of the 
lapsing figure. Some rescheduling was required in other objects of 
expense. 

Mr. Connor. The difference is in the figure between 1952 and 1953, 
which is shown on page 16 of the justification, Mr. Ford. 

It shows a considerable amount: $8,000 is in travel. We think be- 
cause of the reports and the flow of information that we have now 
coming in to us that we did not have before, we can and will, will have 
to, curtail our travel expense by that amount to live within our budget. 

The same thing is true with reference to other contractual serv- 
ices, which I think includes moving expense and getting into space 
that is assigned, moving your furniture, and a lot of things of that 
kind that you do not get “for free” in Washington. Those are the 
two big items and some personal services there amounting to about 
$3,400. 

There is equipment of $1,000 because we have practically all the 
equipment we need. Our printing and reproduction will be less. 

Mr. Forp. Checking the figures for the Defense Electric Power Ad- 
ministration, they indicate in 1951 the appropriation was $425,666, 
that the estimate for 1952 was $1 million. The Congress appropri- 
ated $996,600. This indicates that the Electric Power Administration 
had practically all the funds that it requested. 

Have you had any difficulty in handling the job of responsibility 
with those funds? 

Mr. Dryer. I do not think we got initially all the funds that were 
requested. The deficiency was made up by transfer in the Depart- 
ment to us. The amount originally allotted for us would have been 
crippling. 

Mr. Forn. Crippling in what way? 

Mr. Dryer. I think the amount we got was $750,000-odd, which 
would have been 25 percent less than what we found it necessary to 
get along on. So that was made up by transfers from other sources 
in the Department to us. 

Mr. Forp. Transfers from your regular budget or from the emer- 
gency budget ? 

Mr. Drvyer. I will have to ask the Department folks where they got 
the money. 
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Mr. Sairu. That, sir, was a transfer from the regular budget. As 
a matter of fact, it was a transfer from the Bureau of Reclamation, 
$250,000, and accomplished under section 1312 of the Defense Pro- 
duction Act. 

We had a number of minor transactions of the same kind. 

Mr. Dryer. We required about $1 million, and that is about where 
we stand today. The minor reduction in this estimate is due to the 
fact that we do not have to acquire new equipment. That is bought 
and paid for. Our communications services we anticipate will be 
less than they were during this build-up period, in which we had a 
great deal of telephone communication. dt course, if decontrol pro- 
ceeds prematurely, we will have that same procedure in reverse, with 
the confusion of change-over and what not, which would increase the 
activities in the agency and in communications. 

Mr. Forp. You are speaking of the proposed reduction for the com- 
ing fiscal year ? 

Mr. Dryer. Yes. We do not anticipate we will get along on fewer 
people. The reduction will come out of the fact that we will not 
have to buy our equipment the second time and some curtailment of 
communication expense. 

Mr. Forp. I snthaven from your previous comments that your work 
load was slower getting started but has now reached a level where it 
will be leveling off and will continue more or less at the same level 
for the next 12 months? 

Mr. Dryer. Yes. We have now on the staff, and need about the 
same number we had a year ago; in fact, about 120 man-years. 

Mr. Forp. Why was your particular industry slow in getting 
started? I would think they would have been better prepared than 
some of the others. 

Mr. Dryer. I‘did not mean we were slow getting started. What I 
said was that with regard to our communication expense, during a 
period in which, for instance, they were not yet on the Controlled 
Materials Plan, everything on a priority basis, things being handled 
by expediting rather than an onanele processing of paper, much of 
the work was done by telephone. Therefore, currently our commu- 
nication expense is less than it was a year ago, when, not our activi- 
ties but the general controls of materials outside of our jurisdiction, 
were not on the Controlled Materials Plan basis. 

Mr. Forp. Would it not be true that now you are better organized 
and things are not quite so hectic down there that your personnel 
may be able to handle these things with less demand; in other words, 
you might be able to get along with fewer people ? 

Mr. Dryer. We can do the job for any one project, shall we say, 
more efficiently than we could a year ago. But our program is step- 
ping up in terms of the number of projects that are being built. That 
pretty well offsets it. In 1951 we installed, roughly, 7 million kilo- 
watts of additional capacity. In 1952 our goal was 9 million, but 
we are already slipping there and probably will install something like 
7.7 million. 

Mr. Forp. Calendar or fiscal year? 

Mr. Dryer. Calendar. In the calendar year 1953 we are up to 
11 million; 1954, 12 million. So the volume of construction we are 
supervising is increasing, and yet we are going to do it with the same 
number of people. 
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All of that may go by the Board, however, if the procedures which 
we have now in ‘fect for the orderly distribution of these materials 
are lifted before our program is actually accomplished. Then we 
will probably have an increase in our workload because of the greater 
amount of expediting that is necessary to accomplish the delivery of 
materials on time when you are on a priority basis rather than a con- 
trolled-materials plan basis. 

Mr. Forp. The Fisheries Administration, according to the various 
statistics received $106,851 in 1951; requested $250,000 in the fiscal 
year 1952: the appropriation amounted to $116,400, a cut of over 50 
percent. What was the result of that reduction ? 

Mr. Anperson. We eliminated all the field offices we had started to 
establish and turned that workload over to the Fish and Wildlife 
Service market news offices. There are seven of those. They had to 
add that workload to an already. large load. 

If you have ever been in a market news office, you will know it 
works like a newspaper and it is difficult to add anything to it. We 
are carrying on with some success in that way. The difficulty is that 
the market news people are pretty well tied to their one locality and 
are not able to make short trips around and check with the industry 
and inform themselves of certain procedures, and things of that sort. 

We also had to make some cut in the central office. There was a 
commodity analyst, who transferred. We did not fill that position. 
The Deputy Fisheries Administrator from the industry is not filling 
that position. We are employing him on a WAE basis now. Also, I 
believe there was one clerical position abolished. 

Mr. Forp. What was the net result in the job that was assigned to 
your agency ¢ 

Mr. Anperson. The net result is this: We are pytting a lot more 
load on the Fish and Wildlife people. As was mentioned here, it 
means a lot more overtime for the regular people which is not com- 
pensated. It means in certain cases in the industry we do not learn 
of difficulties or emergency things until they have gone along quite 
a way. 

Frequently, people in the industry will get off the track. They do 
not understand Government procedures or red tape, will get their 
applications in the wrong channel and maybe it will set around here 
in Washington for 2 months before we finally catch up with it, maybe 
just through accident. 

That would be improved, as I say, if the people in the field could 
keep closer contact with the industry. 

Mr. Forp. The request for the next fiscal year is $112,000. For 
the record, what are you going to eliminate to achieve that reduction / 

Mr. Anperson. There will be some changes in the ordinary obliga- 
tions by objects. We will cut down. As you will notice on page 13, 
in personal services there will be some minor changes. As I men- 
tioned, part of it is taken up by the change in the Deputy Administra- 
tor. There is one less person as a commodity industry analyst and 
one clerical position. We have shifted around the objects there. We 
will require more travel now than last year because we do not have the 
field offices. We will use less money for the transportation of things, 
and such other items as that. So the saving of $4,400 will be made up 
in that way. 
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The whole result has been the closest integration with the Fish and 
Wildlife Service. My regular job is the Chief of Commercial Fisher- 
ies. Iam also Deputy Administrator for Defense Fisheries and I am 
Chief of the Operations Office. I do not get extra pay for those from 
Defense Fisheries Administration. My assistant is an Assistant Chief 
of the Operations Office. There is a heavier load put on our Economic 
Section. They have to do more analytical work, which would nor- 
mally be done by DFA. 

That again puts back some of our regular work, and we are getting 
complaints from the fishing industry that we are slow in getting out 
economic reports, and so on. It is just a matter of weighing and bal- 
ancing and taking which comes first. 

Mr. Forv. The Petroleum Administration, according to the records, 
had an appropriation in 1951 of $985,500. There was requested in 
1952, $3,170,000. Congress appropriated $2,337,100. What was the 
net effect or result of that reduction ? 

Mr. Warren. In answering that, I want to tell you that the petro- 
leum industry is such, the whole operation is so complicated it is pretty 
difficult to just tell what emergencies might hit us. For instance, 
last year we had one on the east coast heating oil where we had to 
establish an office in New York and distribute a good deal of the oil 
in that area. 

One of our other problems was the Iranian situation. It had an 
impact on the global aspects of petroleum. I might in explanation 
say that I have only been here 2 months and do not know what went 
ona year ago. I think it is a little difficult to say just what will con- 
front us or did confront us at that time. 

That holds true for next year. This is the rock-bottom figure, but 
there may be a situation which will arise which will make it a lot 
different. 

Mr. Forp. All of the problems that arose in the industry that were 
under the jurisdiction of this particular administration apparently 
were handled adequately, were they not? 

Mr. Warren. Yes. I would say that all of the problems were 
handled adequately. Some of them are continuous. Some of them 
were anticipated but were not as great as they expected them to be. 
We have some new problems that may confront us. 

Mr. Forp. Would you say in your budget for the next fiscal year 
you are allowing some leeway for contingencies such as apparently 
were allowed last year? 

Mr. Warren. No, sir. This is the rock-bottom figure. We think 
there may be a possibility we may have to come back and ask for more 
if some contingency would arise. 

Mr. Forp. It was almost $800,000 that was cut from the budget re- 
quest for the Petroleum Administration last year and apparently all 
the problems were adequately handled; in other words, some of these 
contingencies did not arise. 

I am not sure it is not good practice to possibly put in something of 
that sort. That is a rather substantial contingency fund. 

Mr. Warren. I cannot answer for what happened last year. What 
we are asking for this year is somewhat less than what we used last 
year. During July PAD was in a period of building up. We have got 
up to a leveling-off point where the operations are pretty well estab- 
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lished. There could be a contingency condition arise out of this thing 
that might cause a considerable diffenlty, 

From the materials standpoint, the allocation of oil country tubular 

oods and B-items are going to carry on just as they have been. Mr. 
Wilson was here last year. Do you have any answer on that? 

Mr. Wutson. A considerable difference in the amount expended 
in 1952 and the original amount requested is tied up in several things. 
At the time the original budget was transmitted it was anticipated that 
five district offices would have to be opened and staffed. That plan was 
abandoned. There was commdeesbae discussion of it in both com- 
mittees last year. I think the reasons for abandoning them were 
made plain. Another thing is the procedures that were developed an« 
developing with regard to the allocation of materials made it appear 
we would have to materially increase that’staff. However, pursuant 
to the action of Congress, and pursuant to our own examination of 
things, those procedures have n changed, streamlined, and the 
number of people actually required to perform the function has proved 
to be less than we originally estimated would be necessary. 

In the Refining Division it was anticipated we would have to have 
more paid people than we had at the time and than we have ever had. 
The Refining Division has operated to a large extent with unpaid 
people, WOC people, consultants who are in and out. In those areas 
are the places where we have primarily saved from the original budget 
estimate. The present budget estimate calls for 315 people next year. 
That is the number we had at the peak period of employment this 
year. At the present moment we have 307 people on the roll or who 
will be on the roll by Monday morning. At this moment there are 
7 to enter on duty between now and Monday morning. 

Mr. Kirwan. We are happy to have had you here this morning. 
We think you have done a nice job. 


Tuurspay, June 19, 1952. 
DEPARTMENT OF JUSTICE 
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Obligations by activities 











































‘Description | 195bactnal | 1952 estimate | 1953 estimate 
dios i 2. GS ees = See 
1, Crtsmiintlb UMNO al cide al $6,298 | ‘> $28,070 | $73, 000 
2, Claims and general civil matters. _ -.__-. ite Gta eee 7, 039 44,030 | 92, 000 
3. United States attorneys... ---.0.-- 2-2 0225 220s. 4525-252} sa. 4 2 si 27.900 | 50, 000 
Total obdligations.................5.90: Miuiwe ils } 13/337 100, 000 215, 000 
Obligations by objects 
Object classification | 1951 actual | 1952 estimate | 1953 estimate 
a } j 
Total number of permanent positions.._....._..__.......... 2. 10 | 48 38 
Average number of all employees. .-_...._...............-.---- 2 17 33 
Average salaries and grades: 
— schedule grades: pany } aes os 060 
OS ED ORE he eae Loe eae, eS eee | @ y » 
Average grade GS-9.6 | GS-88 GS-88 
Crafts, protective, and cus grades: | | | 
PN iis oo Sa Savcgis'g anc oh Sonn scene dows Rae oie } $2, 552 | $2, 632 
PIR cates a ci SE ESS Lipesnartenes} CPC-3.0 | CPC-3.0 
01 Personal services: 
WG TOO 6 oi na cece nen cca det cae | $13, 307 | $97, 330 | $183, 605 
Regular pay in excess of 52-week base --_._--.-.....---- IES <avaht 370 | 
Total personal services.__...............-- 13, 307 97,709 | 184, 350 
03. THM te Sto “a Be: 2, 000 | 8, 450 
04 Communication services... 300 | 860 
06 Printing and reproduction... Midas ie ail beak < dpheane Uk ge 2 oi. eb == ek eto 1, 500 
Bi FO RES ee ere, » earn pete A BE A om ney 1, 150 
08 Supplies and materials... _- 7 nT 8 
OD Ha eo ee Clete cain RR FO a Se 16, 215 
15 Taxes and assessments__......._.............--.-----.---- OO 2. .asescue 1, 
ai ae Mad le elaine = 13, 337 100, 000 215, 000 





Mr. Kirwan. We have this morning the Department of Justice in 
defense of their request for an estimated $215,000. Mr. Andretta, 
do you have a statement ? 


GENERAL STATEMENT 


Mr. Anprerra. Mr. Chairman, this statement of $215,000 covers the 
functions of the Department of Justice under the Defense Production 
Act of 1950. It puts on an annual basis the estimate we received in 
the present fiscal year that was on a part-of-the-year basis, in other 
words, it was made available in November, for part of the year. 

The estimate as continued into the next year provides for personnel 
and expenses in the Claims Division having to do with civil OPS and 
defense production cases, and in the Criminal Division having to do 
with the criminal cases, and a small number for the United States 
attorneys’ office made available for that work which arises chiefly 
under the OPS enforcement. 


EMPLOYMENT 


Mr. Kirwan. You say the $100,000 you received in 1952 was on a 
part-year basis? 

Mr. ANprerra. Yes, sir. In other words, the 1952 estimate pro- 
vided on an over-all basis for 48 positions, but only an average em- 
ployment of 17 persons. The 1953 estimate will provide for 10 fewer 
jobs on an annual basis, 38, but will increase the average man-year 
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employment to 33. In other words, it puts the funds on a basis of 
being translated into the number of persons employed. 
r. Kirwan. You are going to have 33 employees? 
Mr. ANoretra. Yes, sir. 
i Kirwan. On a full-year basis? 
r. ANprETTA. That is right; the year around. 

Mr. Kirwan. What will the top salary be? 

Mr. Anpretra. The top grade is a GS-15, which is an attorney 
osition. There are three in that grade. That salary ranges from 
10,800 to $11,800. Mr. McLean here is one of the 15’s. He is in 

charge of this project in the Criminal Division. 

Mr. Kirwan. There are three in that grade? 

Mr. Anprerra. Yes; three persons in grade 14, which is $9,600 to 
$10,600, and one attorney in grade 13 and four in grade 12. Then: 
there are three in grade 9 who would be principally allocated to the 
United States attorneys’ offices. Mr. McLean is here from the Crim- 
inal Division and Mr. Baldridge is the Assistant Attorney General 
in charge of the Claims Division. They will be glad to talk about 
the activities in their respective divisions, and I will talk about the 
United States attorneys’. 


SAVINGS DUE TO USE OF REGULAR EMPLOYEES 


Mr. Kirwan. What savings have you been able to achieve by the 
use of regular employees in your defense production functions? 

Mr. Anprerra. Of course, all the United States attorneys’ offices, 
the personnel in them, are engaged in this along with others. 

r. Kirwan. I mean, if you use your regular employees on this 
particular line of endeavor, rather than putting somebody in for a 
short time. 

Mr. Anprerra. Yes. What we have done is this: We have ab- 
sorbed in the regular work of the Department the violations under 
this act, like under any of the other acts, but we have had to super- 
impose a nucleus, chiefly here in Washington, to handle policy and 
direction and programing of this work because it is new and different. 

You have to keep some centralized group who will handle this as 
a specialty and will give the proper instructions to the field. 

Mr. Kirwan. You should get better results by using your regular 
employees, rather than reaching in and grabbing someone who is un- 
familiar with the work. Do you think this will result in a saving to 
the Government ? 

Mr. Anpretta. We think this is the most economical approach to 
the thing. We could have implemented our regular appropriations 
on the basis of this. Then they would be lost in the regular appro- 
priations and you would have to get a lot more money because you 
would have to apportion the time of all the individuals engaged in 
this work translated in terms of money. 

We felt we could go along and absorb this wherever possible in 
the regular activities of the Department and only have this separate 


- group here who are giving their full time to this. 


Mr. Kirwan. Assigned to this and no other work / 

Mr, Anpretra. Yes. 

Mr. Kirwan. Getting to the Criminal Division, please insert in the 
record pages 10, 11, and 12 of the justifications. 
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of | (The material referred to is as follows :) 
> Statistical analysis comparing number of cases referred to Defense Production Con™ 
‘ trols Unit from February 1951 up to and including Aug. 16, 1951, with tota’ 
¥ referrals from February 1951 up to and including Oct. 19, 1951, and with tota’ 
¥ referrals from February 1951 up to and including Mar. 31, 1952 
- | - <r cape 
¥ Teuchien |Cases ~% 
ley i | Number Criminal eer” che Rens oseeu | rca ty 
v4 Bs Ai ; . 5 rosecu - y ag 
m £ Referring agency and type of case of cases | rhe de- | United | eration | ion >in trial 
° ; referred | clined | States | by divi- | stituted other 
in { | attorney sion wien 
Ber eo roa (eae Reese 4 Maat Suns, ~ Sales phat 
a Office of International Trade Export Con- 
fe trols: i 
to FF February to Aug. 16, 1951... 38, 29 5 7 7 12 3 
en — February to Oct. 19, 1951- go 256 30 6 19 5 15 3 
% February 1951 to Mar. 31, 1952_. : 32 6 | 19 7 15 | 3 
he é Office of Price Stabilization Price Con- 
m- 3 trols: } 
® February to Aug. 16, 1951__...__._-- 34 12 | 11 i 5 2 
ral $ February to Oct. 19, 1951_.___....-.-.| 74 25 | 29 20 19 5 
4 February 1951 to Mar. 31, 1952_- 201 86 | 55 60 | 36 14 
ut : National Production Authority Priorities | 
he a and Allocations: | 
| g February to Aug. 16, 1951__........___| 2 0 1 1 0 
& February to Oct. 19, 1951__- as 2 0 1 1 1 0 
: February 1951 to Mar. 31, 1952_ 6 0 5 1 1 0 
s Federal Reserve Board Credit Contrcls: 
‘ February to Aug. 16, 1951_____- --s| 5 0 | 3 2 1 | 0 
g February to Oct. 19, 1951. 13 0 & 5 3 0 
: February 1951 to Mar, 31, 1952 ‘al 37 0 31 6 9 5 
he 4 Totals: 
| February to Aug. 16, 1951__.__-- | 70 17 32 21 19 5 
s > February to Oct. 19, 1951_- -| 119 31 57 31 38 8 
eS, February 1951 to Mar. 31, 1952. | 276 92 | 110 7 61 22 
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While the enforcement programs under the Defense Production Act under- 
standably resulted in relatively few case referrals during the calendar year 1951, 
a marked increase during February and March of 1952 indicates that the pace 
is accelerating. During the past 2 months, 109 cases were received, equal to 
approximately 40 percent of the total volume of referrals during the 14 months 
of the Unit's existence. Based upon experience to date and upon the investigative 
activities of the various agencies a steadily increasing volume of cases is 
predicted. 

Until recently, the Defense Production Controls Unit was exclusively engaged 
in only the first stage of its ultimate function. It effected liaison with the 
principal 12 referring agencies, it developed a working knowledge of their regu- 
lations, and was and, of course, still is reviewing referred cases and authorizing 
or declining criminal prosecution. But now a number of cases are awaiting trial 
and new and complex questions of law are being raised in preliminary motions. 
The Unit has briefed these questions in order to assist the United States attorneys 
and, of course, will continue to do so as the need will increasingly arise. In ad- 
dition, Whenever necessary or appropriate the Unit will assign members of the 
staff to assist the United States uttorneys in the preparation and trial of cases. 

Moreover, because of the novelty and complexity of many of the problems, it 
is reasonable to assume that there will be appeals in a substantial number of 
cases, The Unit will be responsible for the preparation of briefs and, whenever 
appropriate, will assign a staff member to argue the appeals. Similarly, on peti- 
tions for certiorari to the Supreme Court, the Unit will prepare the petitions 
or briefs in opposition and, in those cases where certiorari is granted, the briefs 
on the merits. 

Thus, the Unit is entering a period in which the number of cases referred is 
sharply increasing and at the same time the resultant work of trial and appeal 
is beginning. 

There is no reason to expect that the Office of Price Stabilization will even- 
tually be referring fewer cases for criminal prosecution that did its prototype, 
the Office of Price Administration, under the Emergency Price Control Act of 1942. 
During the 5 years from 1948 to 1947, inclusive, over 5,800 criminal prosecutions 
were instituted for price ceiling violations. This averaged over 1,000 a year. 


REASONS FOR WORKLOAD INCREASES 


Mr. Kirwan. What is the basis for your anticipated increases in 
the workload of this Division ? 

Mr. McLean. No. 1 is the tremendous acceleration that we have 
experienced in the last 214 months. We first started in the Criminal 
Division on February 1, 1951. We had practically no litigation until 
the middle of May. Since the middle of May 1951, the cases began to 
come in, very slowly at first. They have been building up constantly 
since then. ‘ 

I would like to point out to you that from February 1951 up to 
March 31, 1952, we received 276 criminal cases. We received no cases 
from February 1 to the middle of May 1951. So, actually, we have 
about a little over a year’s operation in which we have received liti- 
gation. 

From April 1 of this year to June 17, 2 days ago, we received 134 
criminal cases. That is 48 percent of the entire previous year’s opera- 
tion. 

In the last 214 months we have instituted 29 prosecutions. We 
have referred 34 criminal cases to the United States attorneys and 
have had 19 judicial dispositions. 

In the previous year prior to April 21 we had 22 judicial disposi- 
tions and had referred 110 cases to the United States attorneys. 





230 


I think this illustrates the fact that the program is in a period of 
acceleration. It is principally on that basis and on the basis of what 
happened in the OPA days that we have attempted to estimate what 
our case load will be. I think our estimate for this year is going to 
run very close. We estimated receiving approvimately 500 cases. 
I think we have received, up to date, something like 410, with just a 
few days left in this fiscal year. 

The enforcement program, it appears to us from a criminal stand- 
reey is just now getting into full swmg. Up to this time there has 

n extreme difficulty in determining the enforcement policies of 
the various regulations that have come out. Most of them are quite 
difficult. We have also noticed that the enforcement program has 
confined itself to a few commodity fields where the temptations or 
pressure to sell over ceiling has been more pronounced. That has 
been extremely true in the meat field, scrap steel, and used automo- 
biles. We can reach no other conclusion but that the case load will 
increase rather than diminish, as it now appears. 

Mr. Kirwan. This is off the record. 

(Discussion off the record.) 

Mr. Kirwan. We will now take up the Claims Division. Please in- 
sert in the record pages 20, 21, and 22 of the justifications. 

(The material referred to is as follows :) 


Workload data by months ‘ 


1951 


April May June 


: a SESS AN SSA 


SUITS IN LITIGATION 


Suits pending beginning of month_._____.__ 


i bnbadaboubee 0 1 13 
PE ETN weticun sankonctac ‘ 1 Saas Cina ip Siesta. 1 12 6 
Suits received by transfer _--__- isc tytatin 6ch Sinizay into wi aati wy aaah lll asta ad 0 0) 0 
Total suits handled = % 1 13 | 19 
Suits closed __ . ees oebabe decd ) 0 | 1 
Total Poy Oe EE ENG aE ET et Be ep WORE aR! aes SEE 08 aS TES UES" 1 13 18 
ES EEE RS ES rs NAS SE NPE POE NB co 0 0) 0 
Sante pending end. of init hoi oi ie icsd - scat i... ccna 1 13 18 
NONLITIGATED CASES 
Cases pending beginning of month_.- 0 5} 366 
I ila cali de ac ww keeipnninien tg deneae 5 365 720 
cg 5 et eine tt Stl lens ale Seng ices 0 0 0 
Total cases handled __- 2. 5 370 1, OSF 
Cases closed ___- eT A 0 4 17 
Total P : , ‘ ie ion a setibent dash ella eae 5 366 1, 069 
Cases transferred ___._______- chi 0 0 o 
Cases pending end of month _- 5 386 1, 069 
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lof t Workload data by months—Continued 
0 
rhat & 1952 
rhat Fi ~ | 
z Septem- | | Novem- Decem- 
y to q July hid tie | October | ber her 
Ses. 2 pes ae STI yes apieree 4 ii rian 
st « ri | } 
sta Fy SUITS IN LITIGATION 
4 Suits pending beginning of month......_.___-. 18 45 143 228 359 383 
mnd- [i Newsus@ee..... 8a 28 47 70 181 142 #3 
has z Suits received by transfer______..-.._...---... 0 64 20 33 30 7 
;of Total suits handled. ---_--_-- 46} 156 233 442 531 483 
it ii oct tas nord wevanesanesaes 1 13 5 147 120 
lite — — 
h: : j Total. pdbitiiein cep bahinaia nian snshplper 45 143 228 359 384 363 
as F Suits transferred__-.------------ fhe aie at via 0 0 0 0 1 0 
3 or Suits pending end of month._....__....- | 45 143 228 359 383 363 
1as | 
J 1 NONLITICATED CASES | 
no- 7 
will s Cases pending beginning of month..__._..___..| 1,069 | 1,210 1, 009 1, 049 1, 063 1, 006 
New cases received - da aaa 172 77 61 48 47 13 
3 Cases received by transfer_- aeile SR EA EE 0 0 0 | 0 0 0 
¢ Total cases handled....................- 1, 241 1, 287 | 1,070 | 1, 097 1,110 1,019 
Cases closed... . .- beige dalpoaetenloneaeeiead cb teld 31 214 | 1] 1 74 ll 
in- a a She iniht Gn ticleemneeioonie 1,210} 1,073 | 1,060 | 1,006} 1,036 1, 008 
(Came NIN is Gia 3 pines cine tene nee 0 64 20 33 30 7 
Cases pending end of month............ 1,210] 1,009} 1,049 1,063 | 1,006 1, 001 
Janu- | Febru- | Estimate, Estimate,’ Estimate, Estimate, 
ary ary March | April May | June 
ine 
a SUITS IN LITIGATION 
; Suits pending beginning of month... _.____- | 363 447 476 541 | 631 | 701 
: I a in chien cienats oninineon 183 122 | 160 5 175 150 160 
13 Suits received by transfer. eas dee Oh enh OE 24 25 25 40 50 5 
6 - 
0 : Total suits handled fe ee 570 504 661 | 756 | 831 911 
, ; Suits closed -. ‘- 1 ae SES 123 118 120 125 | 130 | 125 
Q ; cei 
1 3 _ he RAS ote tf Se ol Se ee 447 476 541 631 | 701 | 736 
. t % Suits transferred. __-_.._.-- sche Satalaelin armnsnd 0 0 0 0} 0) 0 
8 9 Sgt yO % } 
0 4 Suits pending end of month_-_....._..-- 447 476 | 541 631 701 786 
3 ; NONLITIGATED CASES 
’ Cases pending beginning <a eE 1,001 938 1, 035 1,085 | 1,120 1,120 
‘ BU Nn asic mniacmeadacns cde 6 127 125 125 125 125 
=~ .. Cases received by SS EIT OE j 0 | 0 | 0.) 0 0 0 
0 | Total cases handled. Shit SES 1, 061 1, 065 1,160 1, 210 1, 245 1, 245 
4 Cases closed... ..-- : eS 5 pr Seles on 100 5 5D 50 75 75 
, O86 j PeP Se), Hes : 
7: i Dibiee csof O OES Rig Lied) La 1, 170 
8 CUI on cise can ghn dcdes 23 25 3 40 be 5 
. 069 : 
0 4 Cases pending end of month-----.....-- 938 1,035 1, 085 1,120 1,120 | 1, 120 
— aa 
1, 069 ¢ 
4 REASONS FOR WORKLOAD INCREASE IN CLAIMS DIVISION 
bs 
Mr. Kirwan. What is the basis for the contemplated increase in the 
' workload for this Division ? 
4 Mr. Bauprivce. Well, a year ago, of course, the OPS enforcement 
& at eg was just getting under way. All of their offices were not 
- staffed. They did not have men to investigate all the complaints 
"they had. They are pretty well staffed now. Of course, the greater 





their investigation, the gerater our case load. 
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Second, we have a very short statute of limitations, one year. In 
the last 3 or 4 months we have had a tremendous increase in the 
volume of cases referred to us by OPS because of the running of the 
1-year statute of limitation. This is on violations of ceilings on which: 
treble damage actions are filed, as well as injunction suits. 

Mr. Kirwan. I think it worth noting in this connection that as of 
June 1, 1952, the Claims Division has recovered for the Government 
in treble damage actions $139,982.64. How many cases related to 
the defense production activities of the Government have been referred 
to United States attorneys in the districts involved in this estimate ? 
You may supply it for the record. 

Mr. Anprerta. I will put it in the record. 

(The material referred to is as follows :) 


Cases referred to United States attorneys as of June 1, 1952 





Referred Pending 


! 
RRO, SRN a 2 es EE gl Ee a bsg oe ree 13,3491 1,034 
VR cA Sy So RSRES SESS, RE tt SRR Se eS Sea ei 141 | 100 


it e \ 





Mr. Kirwan. What is the normal workload of each of these dis- 
tricts? You may put that in the record, if you do not have it, also. 
(The material referred to is as follows:) 
Workload, United States attorneys 


Actual Estimated 














| l | 

| 1949 | 1950 | 1951 | 1952 1953 
a ot wes ms if ne 3 ee ee i aiipidiininel 

} i 
Civil cases filed........................- wese--| 16,830 | 18,773 | 16,602 | 17,000 17. 000 
Civil cases terminated __.__..._.___.. ---------| 16,036 | 18, 606 18,801 | 20,000 20, 000 
Criminal cases filed __..___.._- EE on occa cli _.| 35,686 | 37,725 39, 838 | 42,000 42, 000 
Criminal cases terminated... _. — See © fee 40,411 | 42,000 42, 000 
Criminal complaints filed. -_.-.............. 2... Sul 86, 087 | Sf, 388 | 104,611 | 110,000 110, 000 
Proceedings before grand jury..............-._-- | 17,502; 17,120 15,216 | 16,000 16, 000 
Days before grand jury__...__._- witniibineichbiiluctseaetal 3, 950 | 3,770 3, 851 4,000 4,000 
Civil matters received, not on court docket_._____-- 25,230 | 24,921 | 20,588 | 22,500 22, 500 
See pene Tener are 34,043 | 36, 885 34,800 | 36,000 36, 000 
Days in appellate court........................-... 726 | 776 720 | 750 | 750 

| i \ | 


EFFECT OF BUDGET REDUCTION 


Mr. Kirwan. Mr. Ford. 

Mr. Forp. Last year the budget for 1952 was $245.000 and eventually 
the appropriation for the agency was $100,000. What was the effeet 
of that reduction over the budget request ? 

Mr. AnpreTra. Well, the effect was, that a good part of that cut 
was in the United States attorneys’ allotment, so we did not put any- 
one on and tried to absorb that work as much as possible. 

Then, as for the rest of it, it meant a delay in filling the jobs. That 
is the way we proceeded. Actually, we could not put the persons on 
the rolls as soon as we could have if we had received the full amount of 
money. 

Mr. Forp. You and I had a collaquy last year about the regular 
Department of Justice budget, where you indicated you would lose 
10 or 11, as I recall, personnel in the various district attorney offices, 
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and the proposed budget would to some degree help you make up that 
difference. Did your budget end up where you had to make those re- 
ductions, I mean, the regular budget? 

Mr. Anpretra. On the United States attorneys ¢ 

Mr. Forp. Yes. 

Mr. Anpretra. No. We got along as well as we could by not filling 
vacancies in the United States attorneys’ offices. In other words, as 
jobs came up and. we felt there was not any need to fill them, or we 
could stall filling them, we did so. 

As far as this money, $16,000, that was left out of the $100,000 for 
the United States attorneys’ offices, it was impossible to allocate that 
to specitic jobs. We did not feel we could use that and say to a dis- 
trict “You get one job,” when others were clamoring too. All we did 
was to reimburse the United States attorneys’ appropriation with this 
amount, which is only $16,000, and use that to keep us whole. in other 
words. We would not have had to reduce that many more jobs. 

(Discussion off the record.) 

Mr. Forp. What is the situation as far as the Department of Justice 
is concerned with its regular 1953 appropriation’ I know it has only 
been through the House. 

Mr. Anprerra. We are asking the Senate to put back $200,000. 

Mr. Forp. If you do not get the $200,000 back will there be any 
effect on the United States district attorneys ? 

Mr. Anpretra. Yes. We will have to drop 79 jobs on the basis of 
the amount of money allocated and on the basis of the effect of the new 
leave act. They used a certain formula to cut out jobs because of the 
leave act. If we are to come out whole on it, we have to drop jobs be- 
tween the United States attorneys and marshals. We would have to 
drop about 79 jobs, I recall. 

Mr. Kirwan. We are happy to have had you here. 
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DEPARTMENT OF AGRICULTURE 


WITNESSES 


CLARENCE J. McCORMICK, UNDER SECRETARY OF AGRICULTURE 

HAROLD K. HILL, DEPUTY ADMINISTRATOR, PRODUCTION AND 
MARKETING ADMINISTRATION 

R. P. BEACH, BUDGET OFFICER, PRODUCTION AND MARKETING 
ADMINISTRATION 

EARL W. LOVERIDGE, ASSISTANT CHIEF, FOREST SERVICE 

JOHN J. HAGGERTY, DIRECTOR, OFFICE OF FOREIGN AGRICUL- 
TURAL RELATIONS 

O. V. WELLS, CHIEF, BUREAU OF AGRICULTURAL ECONOMICS 

CARL R. BULLOCK, CHIEF, GENERAL REGULATORY DIVISION, 
OFFICE OF THE SOLICITOR 

R. L. WEBSTER, DIRECTOR OF INFORMATION, OFFICE OF INFOR- 
MATION 

PHILLIP AYELSWORTH, ADMINISTRATIVE OFFICER, OFFICE OF 
THE SECRETARY 

JOSEPH C. WHEELER, DEPUTY DIRECTOR OF FINANCE, DEPART- 
MENT OF AGRICULTURE 


SALARY AND Expensgs, DEFENSE PropvucTIoNn ACTIVITIES 


Amounts available for obligation 



































eT ID i is vt otter so cenahn@rentnsaccacsoleonesocctaepol $1, 500, 000 $3, 000, 000 
Received from “ ‘Agricultural supply program, Production and | 
Marketing Administration,”’ pursuant to Public Law 253___|.............. (fo 8 3 Sh See 
\ 
Obligations ineurred . .~ sosiss4 vegies dick ech cad idilepninitatapibals 3, 525, 000 | 3, 000, 000 
Comparative transfer from “Expenses of defense production, | | 
Executive Office of the President’... ...................-..-- | $4, 569, 466 |............_- |--- SE SE 
Total obligations. a ot sola sh 77 a 4,569,466 | 3, 525, 000 | 3, 000, 000 
Obligations by activities 
= hacen me 
Description 1951 actual 1952 estimate | 1953 estimate 





| 
1. Production and Marketing Administration: } 





(a) Requirements and allocations... ............_- aeatea $694,930 | $1, 214, 900 $1, 067, 900 

(6) Materials and facilities ........................-.... 2, 627, 390 | 1, 860, 100 1, 517, 100 

See I ND ee tie co nibincsctsuwiense nee 884, 320 }-<---------<9-]--.---------- 
NE ERS, SETAC RT a Dee 4,206,640 | 3, 075, 000 2, 585, 000 


to 


. Forest Service: 
(a) Special studies of timber resources and forest prod- 
ucts industries, and other technical assistance, 














under the Defense Production WR es cccccabinnncs 164, 408 81, 000 55, 000 
3. Office of Foreign Agricultural Relations: 
(a) Commodity analysis -. Reset kp eee 52, 670 69, 600 51, 600 
(6) Agricultural supplies ei mA? 8, 658 27, 450 27, 450 
(c) Regional analysis___ eh ye é 10, 822 10, 950 10, 950 








Subtotal of =o 72,150 | 108, 000 | 90, 000 





4. Bureau of Agricultural Economics | | 
(a) Preparation of data on farm wages, farm labor | | | 





supply and requirements..- ; 11, 609 | 35, 000 75, 000 

(6) Development of production capacities and require- i 
ments a 9, 404 | 22, 000 | 22, 000 
(c) Special estimates in crop, live »stoc a and price fields_- 32, 260 | 43, 000 38, 000 
Subtotal Jc . ae 53, 273 | 100, 000 135, 000 
5. Office of Solicitor (legal services) -_. i ae 40, 846 | 41, 500 | 35, 000 
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Obligations by activitics—Continued 
































Description | 1951 actual | 1952 estimate | 1953 estimate 

6. Office of Information: 
OER RD ERT OD $9, 297 | $36, 000 $33, 000 
(b) Reprints of publications. __- ; 3 5 ! 12,000 7, 000 
(c) Motion-picture and television films..._........_-. BE Pay | 10, 000 10, 000 
Subtotal... .......... 9, 297 | 58, 000 50, 000 

7. Office of the Secretary ppg icy superv ision and secur- | 
ity investigatory work) . .~--. 22, 852 } 61, 500 50, 000 
Total obligations... ................-- ‘ 4, 560, 466, 406 3, 525, B80 3,000, 000 
Obligations by objects 

Object classification | 1951 actual | 1952 estimate | 1953 estimate 





ALLOTMENT TO PRODUCTION AND MARKETING ADMINISTRATION 


Total number of permanent positions.-.....................-- 
Average number of all employees. ..__--..........--.....-..-- 
Average salaries and grades: 
General schedule grades: 
Ls eee 
Average grade___.__..__- 


01 Personal services: 

Permanent positions __-_- auunwes ot oe 

Regular pay in excess of 52- week base.............._-- 

Total personal services 

pel ian eS, GA a a 
03 Transportation of things. ...................-- 
04 Communication services. -- : 
05 Rents and utility services...._...........-....- 
06 Printing and reproddétion__..__- 
07 Other contractual services: 














Transferred to ‘Local administration, sec. 388, Agri- | 


cultural Adjustment Act of 1938, Agriculture’’_____- 
Transferred to “‘Administrative expenses, sec. 392, Ae: 
ricultural Adjustment Act of 1938, catisxaceodh 
Other___.- one 
0&8 Supplies and materials 
a... SRE as 
3 Refunds, awards, and indemnities- 
5 Taxes and assessments___-. 


Total obligations___- 





ALLOTMENT TO FOREST SERVICE 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary _- 
Average grade - 


01 Personal services: 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates. 


Total personal services 
02 Travel 
03 Transportation of things 
04 Communication services 
06 Printing and reproduction 
07 Other contractual services __ 

Services performed by other agencies 

08 Supplies and materials 
09 Equipment 
15 Taxes and assessments 


Total obligations 














| | 
fe 
| 
476 378 
467 | 372 
| 
$5. 415 | $5, 916 | $5, 926 
GS 8.5 GS-85 | G3S-8.5 
| $1, 424, 156 $2, 761, 000 $2, 210, 000 
fpecwesnntons 9, 980 8, 
1,424,156 | 2,770,980 | 2, 218, 100 
42, 786 | 56, 570 | 49, 000 
2, 984 6, 253 | 5, 500 
23, 424 33, 700 | 29, 000 
1, 353 6, 228 | 5, 200 
19, 887 29, 840 | 25, 000 
| 2,021, 417 Naat ieee 
594, 883 120, 000 | 215, 000 
24, 697 25, 480 19, 000 
13, 652 17, 383 14, 500 
35, 693 5, 275 2, 100 
15 1 pete 
1, 693 3, 290 2, 600 
| 4, 206, 640 3. 075, 000 2, 585, 000 
22 10 8 
5 2 2 
y+.) 13 10 
$5, 002 $5, 516 $4, 376 
GS8-7.8 GS-7.6 GS-6.7 
$116, 227 $64, 133 | $40, 933 
5, 693 6, 524 | 7,335 
313 | 132 
820 . 
132, 740 71,000 | 48, 400 
19, 368 6, 150 3, 780 
P| 
1,000 400 290 
AS4 
4, 855 1, 500 | 1, 100 
, 266 1, 500 1, 100 
1.945 300 220) 
46 
93 150 lo 
164, 408 &1, 000 55, 000 
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Obdligations by objects—Continued 

































































Object classification 1951 actual | 1952 estimate | 1953 estimate 4 
a 
ALLOTMENT TO OFFICE OF FOREIGN AGRICULTURAL RELATIONS ¥ 
Total number of permanent positions..............- = 24 25 2 fe 
Average number of all employees_____ pieaisdunes ice wae 14 20 “ue 

Average salaries and grades: 

General a - 
Sis B eT Sea oa a a a adam $4, 404 $5. 093 $5, 102 
ee. ._,_., RRS Res aa aie ait GS-6.9 G8-7.5 GS-74 

Ol Personal services: 
SSB RRS aa a0 pant ees ana as a $70, 285 $105, 180 ) ; 
Regular pay in excess of 52-week base.........- |, 400 aa & 
Payment above basic rates._.___.-- 0. 2. ek eee ae eee | AE eR oe : 3 

Total personal services... __..-- = secs. 90,417 | 105. 580. RF ops 

OD at dais ttn Gono nacre so ssh ab ove cc ccinw 729 Sere 50 

04 Communication services. SORone \capbckgithscdbewacecnc sas 807 800 100 

06 -Pemnting ema sopredwetion... . <= -<~ <2 522s cocs 2 cc2 secs cc feset oes: 1, 400 1, 200 

G7 OGRer COMECROTR GOT VIOG |... - | — nn nnn enn nese ne ES aA Se Saag 

Services performed by other agencies..._____-__-----. 2 -}2-- 2 20 2 

08 Supplies and materials .___._. DEES REET 7 50 425 

ion he CS kw a nehcak ions sober cece~s cee 8 Ar aaieectget negli Bai 300 

15 Taxes and assessments................................... 70 | 150 175 

i. " se wens ve MES 9 
en SIN Oa ee ae 72, 150 108, 000 90, 000 
ALLOTMENT TO RUREAU OF AGRICULTURAL ECONOMICS 4 

‘Total number of permanent positions..........._...____- mE TGS A END 25 3] E 

Full-time equivalent of all other positions._.._._.__...._.____. ET RES Oar i 3 3 ‘ 

Average number of all employees. ..__._......_.______- aan 13 | 19 25 4 

Average salaries and grades: | | ; 

General schedule grades: | 
Average salary... __. ee Hatin wie daw iti, “PPR SE $4, 943 $4, 945 
RN iio caine ine mangas ound bis aiid ceioat a FE Pe SSS GS-7.5 GS8-7.4 k 

01 Personal services: * & 
Permanent positions... ___- a aha aha a $48, 499 | $82, 700 $110, 700 3 
Part-time and temporary positions.....______..____-|_.-......... | 7, 5300 7, 500 9 
Regular pay in excess of 52-week base. _._....-_._..__. aE iA 300 400 1 

I I cnn oo oe wail 48, 699 e 90, 500 418, 600) 
rs Be ie WiGeem ib hpisen coc ckewcnaredavdvauce 940 © 5, 006 12, 500 ‘ 

i Sie on cnwisewncavcewarcsmucnalecesiees  epporuiipaicanis, 400 j 

05 Kents and utility services.......................-..-.---.- isles oon 4h args h eita eeeshe ra 

06 Printing and reproduction ____- by Rabie a 500 1, 200 ; 

07 Other contractual services: Services $ performed | by ‘other | : 

agencies._........... La heeeccnll 2, 400 3, 500 |...... i 

08 Supplies and materials_......................-.. 195 200 7) i 

pe | PERRET eens inks sivielindes apie ts wcities tail hye siecnd ROK) zs 

15 Taxes and assessments ____- Aaa Pe Te eee 80 | 300 800) g 

FEES pan a aR Ce =e 53, 273 100,000} 135.000 : 
4 

; ie cere ee ; 

ALLOTMENT TO OFFICE OF THE SOLICITOR | | R 

{ | 3 

Total number of permanent positions __....._............-...-|-.2 2222 Lee. | 8 8 if 

Average number of all employees ___...__....-...-.-.- 9 | 8 | 4 : 

Average salaries and grades: | Bi : 

General schedule grades: | e 
Average s@lary.............-.. pmibinwiphenneree pena $5, 451 | $5, 210 | $5. 220 : 
Average grade. ........._..___. Bea iy aie? ee j GS-88 | GS-7.9 | Gs8-7.9 

01 Personal services: Pa 
sod 3 oe a c's cnccwnasuaneuah | $40, 510 $39, 498 | $33, 570 £ 
Regular pay in excess of 52-week base._........-- RUSS RE yet pe np 152 | 130 eA 

Tee rents OONWONEE. . 5 <0 sk ksi soca ce knoe 40, 510 39, 650 | te 33, 700 : 

carina oes it lire iin on cnn as ncdecnsanseesten 336 1,000 | 70 

ee eI I aca, oc anc cashcundeacnnaceds eens 300 200 Fs 

06 Printing and reproduction. __..................---..--.- itd cavallgctitheath's 100 100 <1 

ie irate Caaraced as cates accineiciest acsanscuemsy |--------=-==-- 250 200 % 

a, Re OI Sn nn  aincnwaneasceemacaeacns J----e-eeeee--- 200 100 

Total obligations. __________ RMB it eet eA PRES 40, 846 41, 500 35,00 
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Obligations by objects—Continued 



























































Object classification 1951 actual | 1952 estimate | 1953 estimate 
ALLOTMENT TO OFFICE OF INFORMATION 
Total number of permanent positions____..._........_...___- 8 8 7 
Average number of all employees. ..............-...-.....2-.- 2 6 5 
Average salaries and yrownet 
General schedule grades 
og ER ERS ESS ig te Sepaaea sion te $5, 205 $5, 250 $5, 250 
Lie dis ies iiekhow ube svehasc ccscakauhon GS-8.0 GS-7.6 GS-7.6 
1 Personal pode yw _ 
I EI iiidwicaninveed.-2.cccs--- -..-c00 $6, 417 $32, 492 29, 538 
Regular pay in excess of 52-week base.._._..._......-- Jc oo 2a. ee . 62 
Tote rege apres... . 5. = ce 6, 417 32, 570 29, 600 
ST iin ons ace nce cen ecaudadees 453 500 500 
04 Communiovation services... _..-......--.2.2.222 2c l tlle 5 100 100 
06 Printing and reproduction --_--........--...--......--..-- 44 14, 000 12, 000 
07 Other contractual services; Services performed by other 
ST __RRESE GIES Say ys pep il ARSE E BE a a Ra nish 2, 220 10, 000 7,000 
08 Supplies and materials... .....--...-0--..4.-22.24.--2.- 136 700 700 
15 Taxes and assessments... .--.._- BL FNS AIRE eR SE 22 130 100 
at See, EAE RARE Ai eh 9, 297 58, 000 50, 000 
ALLOTMENT TO OFFICE OF THE SECRETARY 
‘Total number of meer cen nptee ES Ee 4) 4 3 
Full-time equivalent of all other smoniany SRE LENS EA PER MEER 1 | 2 2 
Average number of all employees... ...-.-----..-...-.-_- | 3 6 5 
Average salaries and grades: eee | 
General schedule grades: 
Average salary. ....... aiep ehh = ti dhetdenabagre evs ared~ <ap $5, 750 | $7, 906 $6, 305 
RG oc BE z Gs-9.2 | GS8-11.2 Gs-9.0 
01 Personal services: | 
Permanent positions... .._- Pitt: Sage: $11, 534 | $27, 060 $18, 915 
Part-time and temporary positions......__.__.___-___| 5, 396 | 13, 000 13, 
Regular pay in excess of 52-weekbase_........___-._.|-..----.. 75 75 
Payment ahove basic ratés.................-.--.-...-- 1S ee eee 
Total personal services.............-.--------------- 17, 087 | 40, 075 31, 990 
OR ae Fiabe ects neces kecduavep -ndaawe ag seh 4, 360 15, 71 9, 800 
(4 Communication services. -.........-. 2 obkeadenlicn ochhionnakeb 147 325 310 
06 . Printing and reproduction..........-....2...-...---.--... 822 5, 000 7, 500 
07 Other contractual services: Services performed by other 
IE ss abd bh 5 ba pbs si 044633 5.45 gee = Snide oe’ | eer si cia tales ch 
OS: Gates WTI 8 nos le 64 400 400 
09 Equipment.-........--.- rab wd dbbwd nat bdpatidon ptwadobabib ode eee are ote Rees pepe 
TIE Nao oan cane nn sep wadenebnn GARRET EAS ieee ne 
ee WI, 65.55 95 ib dd ~ Saati deli + Hed dae 22, 852 61, 500 50, 000 
SUMMARY 
Total number of permanent positions. -..............-...-..-- 326 556 455 
Full-time equivalent of all other positions. -_.-_......-.-.---- 6 7 7 
Average number of all employees. -......-..-.--..---.------.- 332 539 437 
01 Personal services: | 
PINE DOMINO Ei ab 5 nko oo ab 5m or ones a sennee $1, 717, 828 $3, 112, 003 $2, 530, 556 
Part-time and temporary positions................... 21, 089 27, 024 27, 835 
Regular.pay in excess of 52-week hase. --.----....-----.|-------..----- 1, 328 9, 224 
Payment above basic rates... ...........------------- cent RSS BR EF eS eae 
Total personal services... ...........---..----.----.- 1, 740, 626 3, 150, 355 2, 567, 615 
Ol: Te ai sa eo oe sa ahi eben okie ccna g Les napnide ting 519 84, 420 76, 330 
OS - Demeeeneen OP GO. i oe oes eet see meen 3, 448 6, 753 6, 000 
04 Communication services. .-.............-.-.-.------------- , 383 35, 625 30, 400 
05° Renta ae Wiity Servicgs...;.........~..----.-<sb0-2---+-- 2, 312 6, 228 5, 200 
06 Printing and reproduction -- ---- Sibtantncprpicdeneeghssbi's 21, 337 50, 840 47, 000 
07 Other contractual services: 
Transferred to— 
“Local administration, sec. 388, Agricultural Ad- 
justment Act of 1938, Agriculture’... ........._- lO) gt Sa edee, a ee 
“Administrative expenses, sec. 392, Agricultural 
Adjustment Act of 19388, Agriculture’’........... 594, 853 120, 000 215, 000 
Services performed by other agencies..........-..--.-- 7, 897 15, 020 | 8, 125 
8 SRS ERY Sip 64 BE PES Sear ba Sf Big RE eee ee Re eee 29, 567 26, 980 20, 100 
08 aanmn OE TO os ded. cn arene vbgstinseccedint 15, 999 19, 283 17, 145 
esi ESS REE RS RA Bat 88 AE: 36, 589 5, = 3, 200 
13 Refunds, awards, and EES SLE ES a ‘ Sa iae feet oe 
15 Taxes and assessments_- jaathbtiidieion~ccatsadonbanaees 2, 074 SS 4,200 3, 885 
I che ee ee as cn iwnoeemeets 4, 569, 466 3, 525, 000 3, 000, 000 
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Analysis of erpenditures 





Unliquidated obligations, start of year 


1951 actual | 1952estimate | 1953 estimate 





eon etnies i owatiod aman weds $269, 528 




















Obligations incurred during the NE Nae oe lc nea six iues i RRR NSE $3, 525, 000 3, 000, 000 
sulkcenbaalie’ 3, 525, 000 3, 269, 528 
Deduct: 
in cowecamesedicaducensiocnen SE Tocpnicn sna. 
Unliquidated obligations, end of year_._.._.....-....-....|.---.-.----- 269, 528 218, 430 
I ee | 1, 230, 472 3, 051, 09% 
Expenditures are distributed as follows: 
Out of current authorizations. __-............-----------.- Sees ieee 2, 781, 570 
“Out of prior authorizations_._...........-.-.--.-.--------- Joossscwnsadch 355 SYREN 269, 528 





Mr. Wuirren. The committee will come to order. 

Mr. Secretary, we come to the request of the Department of 
Agriculture for $3 million to carry on the extra functions in connection 
with the national defense program. 

We will be glad to have your general statement. 

Mr. McCormick. All right, Mr. Chairman. 


GENERAL STATEMENT 


I welcome this opportunity to meet with this committee and par- 
ticularly to discuss the tremendously important role agriculture is 
occupying in our national defense effort. 

I assure you that we in the Department of Agriculture regard very 
highly the guidance provided us by the careful review of our activities 
always given in your appropriation hearings. 

We are deeply conscious of the heavy responsibility placed upon 
vou, especially in these times when all of us are called upon to con- 
tribute our utmost to safeguarding our Nation’s security. We know 
we must share that responsibility of seeing that every dollar of public 
funds goes just as far as possible in carrying out the essential work, 
and only the essential work, in the Nation’s mterest. 

We have endeavored to cooperate with you by the closest serutiny 
of the estimates now before you for carrying on the responsibilities 
under the Defense Production Act assigned to the Department of 
Agriculture. We are pleased that they show a substantial decrease 
compared to the 1952 estimates, rather than an increase. We feel 
we can do with less this vear in spite of the fact. that no decrease has 
occurred in the responsibility and problems confronting our Depart- 
ment, in adequately fulfilling its assigned role of directing agriculture’s 
maximum contribution to our mobilization activities. However, we 
do have the work well organized now. We think we can keep it going 
smoothly with a little less money than we needed to get it going in the 
first place. 

Before discussing the estimates in more detail, it may be helpful to 
the committee, Mr. Chairman, if I review rather briefly the essential! 
relation of agriculture to our defense program, the extent to which 
American farmers are meeting our greatly increased production needs 


despite many obstacles, and some of the problems which still confront 
them. 
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I am sure I do not have to detail for you gentlemen the vital role 
of agriculture in girding our strength for preservation of our democ- 
racy. All of us appreciate the fuadamental importance of food and 
fiber. We know we must have a’strong agriculture, and productive 
agriculture. We know we need the utmost strength of our entire 
economy to meet the continuing mobilization challenge. And we 
know from experience that a strong agriculture is a solid foundation 
of a strong economy in this country. ‘Our industrial might stands on 
the shoulders of agriculture, for agriculture provides 60 percent of 
the raw materials for industry. 

The farm today is a defense plant just as surely as the airplane 
factory or steel mill. The military must-have cotton for smokeless 
powder, plastics, films, parachutes, balloons, tents, and uniforms. 
They need soybeans for paints, plasties, and other vital synthetic 

materials. But most of all they must have abundant food for our 
Armed Forces, and we must have abundant food for the civilians 
backing up those Armed Forces in defense plants of the country. 

It takes more food to feed a man im uniform than it does to feed 
the average civilian. Yet the average civilian is also eating very 
well. Full employment has pushed demand and consumption to 
an all-time high. 

Food has become one of our most effective tools of diplomacy, and 
our food supplies have already helped block communism in France, 
Italy, Greece, Turkey, India, and other countries. 

It all adds up to more production—the farmer’s first duty in the 
mobilization effort. We must produce enough for all our military 
needs, enough for the health and vigor of civilians, enough to help 
friendly foreign countries, enough to build up needed safe reserves. 

We cannot risk falling down on that necessary production, any more 
than we could risk falling down on munitions production. <A soldier 
can’t fight without bullets; but neither can he fight without food. 

Fortunately, our farmers have been doing a good job of meeting their 
production schedules—and, I might add, they have been doing it with 
considerably less profit incentive than most other defense industries. 

We all hear lots of talk these days that farm prices are too high. 

Actually, farm prices at the end of 1951 were about the same as 
they were in January, 1948, 4 years ago. And in the meantime, 
prices farmers pay for goods and services have risen 9 percent above 
January 1948. 

In spite of the near-record farm production of 1951, net income of 
farm operators was less than in 1947 and 1948. In fact, farm income 
has by no means kept pace with nonfarm income. The per capita 
dollar incomes of farm people have increased less than one-half as 
much since the pre-Korea peak as per capita dollar incomes of non- 
farm people. 

Too many people tend to forget that fact. They like to state that 
gross farm income last year was the highest in history, and they like 
to stop there, But farm production was also at an all-time peak. 

Average prices received by farmers in 1952 are not expected to 
differ greatly from those prevailing in 1950, while prices and cost 
rates paid by farmers are generally expected to run some higher. 

If farmers meet the acreage goals which have been established and 
if weather is about average, farm production and marketings should 


20553—52—pt. 2 16 
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show some increases this year. But increased marketings are not 
likely to add more to farmers’ cash or gross income than about enough 
to offset increased out-of-pocket costs for production and marketing. 

Increasing costs and shortages of farm labor all add to the tremen- 
dous challenge confronting agriculture, as we continue to call for new 
increases in production at a time when agriculture is already producing 
at record levels. 

Most people do not realize just how impressive agriculture’s pro- 
duction record has been in the last decade. From 1941 through 1950, 
— production per man-hour in industry increased 11 percent. 

or agriculture, the increase per man-hour was 35 percent. Last year 
our national population was 22 million persons larger than in 1940 and 
the number of people on farms was 6 million less than in 1940—yet 
American people ate per person 7 percent more food than in 1940. 
waar large quantities of food were diverted to military and foreign 
demand. 

I am sure all of you will agree that the farmers of this country have 
set tremendous production records in the past decade. Even last 
year—despite drought and ffoods which caused 26 million acres of 
planted crops to be abandoned—we harvested near-record production. 

Yet this year we have got to do even better. We've got to produce 
more feed, food, and fiber than ever before. The farm goals for. 1952 
call for at least 6 percent more over-all output than we had last year— 
on substantially the same acreage. That’s a goal nearly 50 percent 
greater than the prewar production, and it’s aha order. But it is a 
minimum goal not a maximum. 

Here is the situation we are facing:: We have been consuming 
more than we are producing, eating out of our reserves. The so- 
called ‘surplus stocks’ some folks were worrying about not too long 
ago are either gone or fast going—too fast for comfort. 

We are especially concerned about feed grains. Our reserve stocks 
of feed grains have dwindled below a safe level. We in the Depart- 
ment of Agriculture are doing everything we can to encourage and 
assist farmers to raise more feed grains this year—especially corn. 

Our crop outlooks are generally favorable. 

Progress of 1952 crops was about normal as of June 1, although 
farmers had some unfavorable weather to cope with in May. Spring 
work made about normal progress, despite delays from excessive rains 
and wet fields in some sections of the Northeast and in the eastern 
Corn Belt, and from dryness in much of the Dakotas and other spotted 
areas. Planting of cotton, corn, soybeans, sorghums, and peanuts in 
some areas was started earlier than usual, but was about-at the usual 
see for June 1. In most areas soil moisture supplies are satisfactory 
and irrigation water supplies are the best in years. 

Winter wheat prospects continued to improve with the generally 
favorable weather during May. Production is now estimated at 
1,060 million bushels. If this production is realized, it will top the 
previous record winter wheat output of 1947 by a narrow margin. 
Corn prospects on June 1 were generally favorable with the bulk of 
the acreage planted. 

Already, we are turning our sights toward 1953. We are already 
at work on next year’s production goals, studying the still-expanding 
requirements and endeavoring to balance them against the nations’ 
productive capacity within the framework of sound farming practices. 
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For in spite of the tremendous pressures for heavier production, we 
must continue to improve rather than deplete our total productive 
capacity to safeguard our ability to meet the needs of generations to 
come. 

We have geared all the activities of the Department toward assisting 
agriculture to fulfill its role of abundant production for our defense 
effort. Fortunately, we have had strong farm programs available to 
aid agriculture in meeting its latest challenge. All of our regular 
programs of farm credit, rural electrification, technical assistance, ex- 
tension education, conservation and price support have been tre- 
mendously helpful to farmers in keeping pace with the increased 
demands upon them as a result of the defense effort. The wisdom of 
the Congress in pretnitte such: prozrams to create a strong agriculture 
is now proving a bulwark of a vital segment of our defense activities. 

Under such programs, most of the Department of Agriculture’s 
responsibilities during this mobilization period are being met through 
existing agencies, existing personnel, and existing budgets. We have 
absorbed new responsibilities wherever possible, and have avoided the 
added burden of creation of a separate War Food Administration as 
was done during World War II. 

However, as you gentlemen know, our regular appropriations for the 
various programs of the Department have declined rather than in- 
creased over the past decade. Contrary to the impressions that some 
people have, the Department is now carrying on more programs of 
service to the American farmer with less personnel and smaller budgets 
than we had 10 years ago, and doing it in the face of rising costs and 
salaries. 

At the same time we have been given some specific functions under 
the Defense Production Act for which funds are not available or not 
authorized in the regular appropriations. 

Our request for $3,000,000 is to provide for continuing the present 
Defense Production Act functions now being carried out by the Pro- 
duction and Marketing Administration, the Forest Service, the Office 
of Foreign Agricultural Relations, the Bureau of Agricultural Econ- 
omics, the ce of the Solicitor, the Office of Information, and the 
Office of the Secretary. 

The amount requested is a reduction of $525,000 from last year’s 
estimates. 

The greatest part of the total amount requested is earmarked for 
materials and facilities and requirements and allocations work in 
PMA, as claimant agency for the necessary tools of agricultural 
production. 

I am sure vou can understand the absolute necessity of continuing 
this work to assure continuediabundant production. Farm producers 
depend more than ever before on machines, fuel, repair parts, fertilizer, 
lime, and other supplies to do their job. They also need the best 
guidance we can give them concerning the total food and fiber needs 
of the country. 

We must remember that PMA also acts as claimant for the food 
needs of the civilian population, a task that is becoming increasingly 
important in view of the exceptionally high consumer demand from 
our increasing population. 

Details of the defense production programs and activities proposed 
for the fiscal year 1953 in the Department of Agriculture are outlined 
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in justification statements already submitted to you by the respective 
agencies of the Department to which the Secretary has delegated 
specific defense production responsibilities. 

' In every~instante except one,°we have been able to reduce the 
requests from those submitted a year ago. That one exception is for 
preparation of data on farm wages ied dark labor supply and require- 
ments by the Bureau of Agricultural Economics, for which an increase 
is urgently needed. 

I am sure ail of you are aware that manpower is one of the critical 
problems in agriculture, and may prove a limiting factor to the 
expanded production we need. We know that some farmers are 
hesitating to plant all the crops needed to meet our production goals 
until they have more information about the supply of workers that 
may be available to cultivate-and harvest them. Not only is more 
manpower information needed by farmers, but also by the agencies 
that serve agriculture and other phases of our defense effort. More 
factual information would reduce the number of important decisions 
with respect to farm manpower that have to be based on guesses. 
We are proposing additional studies, particularly on a local basis, 
to supply information to help fill this gap. 

The prospective manpower situation in agriculture is one of serious 
concern, not only to our Department but to the entire defense program. 
Our already badly depleted farm work force is still losing men to 
industry, where higher wages prevail than our farmers can afford to 
pay. We are losing others through voluntary enlistments in the 
armed forces, and through calls from the Selective Service. We are 
hopeful that the manpower information resulting from the studies 
proposed, along with information on acreage and volume of agricul- 
tural products expected, will be extremely useful to the State and 
county agricultural mobilization committees in their relations with 
local Selective Service boards and farm placement services, in efforts 
to retain an adequate supply of farm labor to meet agricultural pro- 
duction goals. 

I have discussed at some length the over-all agricultural situation 
and the Department’s total efforts in support of agriculture’s role in 
the defense effort because this total situation needs to be considered in 
relation to the specific responsibilities for which these funds have been 
requested. It is only for a very small portion of our total defense 
activities that we have requested supplemental funds, and these funds 
will be used only for extraordinary work of a nature not readily 
handled under our regular programs and regular appropriations. 

I have with me spokesmen for each of the agencies directly engaged 
in carrying out these assigned defense activities, who will be glad to 
explain in further detail any phases of these estimates. 

It has been a pleasure to appear before you gentlemen, and I will be 
most happy to discuss further any part of agriculture’s defense role 
and current situation that may interest the committee. 

Mr. Wuarrren. Thank you, Mr. McCormick. 


AGRICULTURE’S PART IN THE DEFENSE PROGRAM 


Just where does the Department of Agriculture fit into this defense 
picture? I notice your statement that the products of American 
agriculture are just as important as other defense plant production 
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and we are just as dependent on it in fighting a war as upon any other 

segment of the producing elements of our industry. 
© you fix in the Department the over-all goal of uction that 

is required or demanded to meet our needs or is that fixed elsewhere? 

Mr. McCormick. That is fixed in the Department of Agriculture 
on all food items. 

Mr. Wuirren. So you determine what we have produced and what 
Sey ng ub <a is needed; do you not? 

Mr. McCormick. In cooperation with other interested agencies. 

Mr. Wuirren. But you have the final say-so in setting those goals? 

Mr. McCormick. That is true. 

Mr. WuirrEN. Now after you have set those goals how do you go 
about attaining them? 

Mr. McCormick. That is where we use all the agencies in the 
Department of Agriculture to carry an educational program right 
out to the people. 

Mr. Wurrren. What do they educate them on? How to cut 
down costs, get increased production, or educate them on the govern- 
mental need for increased production or prevail upon their patriotism 
to do it, even though it may greatly increase their costs. 

Mr. McCormick. | would say the use of all of those. First of all, 
we try to show to each farmer what is needed and that varies by areas. 
We certainly would not be asking the Midwest to plant cotton or the 
deep South to probably grow more corn. 

Mr. Wuirren. You have been doing that for several years and 
have had reasonable success at it, have you not? 

Mr. McCormick. Yes, sir. 


PURPOSE OF BUDGET REQUEST 


Mr. Wurrren. The major part of the money you ask for in this 
budget request is for that purpose of going out to the farmers and 
educating them first and getting them to deliver second. 

Mr. McCormick. I do not know whether I could say the major 
portion but a large part of it. 

Mr. Wuirren. The PMA at the local level go to individual farmers 
and explain to them the goal and why they must meet it? 

Mr. Beacu. I think there is a misunderstanding. The money for 
that work is contained in a regular appropriation for the Department. 

Mr. Warren. What is the PMA money for here? 

Mr. Beacu: Almost entirely for the Washington work on materials, 
facilities, requirements, and allocations in the Washington office. 

Mr. Wuirren. How much money is that? 

Mr. Brac. $2,585,000. ° 

Mr. Wuitten. What are we doing with that in the Washington 
office? 

Mr. Beacu. We have to carry out the several responsibilities dele- 
gated to PMA under the Defense Production Act as shown in the 
justification material. One is the requirement that we calculate 
and review the calculations monthly of the legal minimum prices on 
agricultural commodities; 165 of them are involved. 

Mr. Wuirren. What do you mean by “legal minimums’’? 

Mr. Bracu. They are legal minimums set forth in the Defense 
Production Act calculated in accordance with the formula. 
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Mr. Wuirren:: That is OPS work; is it not? 

Mr. Beacu. No, sir. Agricul ture has the responsibility for deter- 
mining those legal price minima. 

Mr. Wairren. Who does the law ly to? The law says that 
the OPS shall not fix prices that would fail to reflect such minimum 
and it leaves responsibility on them to carry out the law. Why do 
you have to have this money appropriated to Agriculture for the OPS 
to carry out a law that applies to them? 

Mr. Beacu. The responsibility for calculating the legal price 
minima has been delegated to the Production and Marketing Ad- 
ministration. OPS may approve or disapprove the calculations. 
But the responsibility for coming up with the answer has been dele- 
gated to Production and Marketing Administration. 

Mr. Warrren. Would you not think that the money should be 
appropriated to them and by them transferred to you? 

Mr. McCormick. That might be possible, Mr. Chairman, but as 
I understand it, the delegation of authority by the Executive order 
-of the President gives that official authority to the Secretary of 
Agriculture and makes him responsible for it. and the Secretary in 
turn gave it to the Production and Marketing Administration. 


PRODUCTION GOALS 


Mr. Warren. You have the responsibility of determining the 
goals. When you set up those goals you set up, in building those 
totals you start with what you had before this period started in the 
way of production, do you not, and in the way of consumption? 

Mr. McCormick. Nationally, ves. 

Mr. Wurrren. Then you added the increased military needs; did 
you not? 

Mr. McCormick. Surely. 

Mr. Wuirren. Then such part as is going out through the Mutua! 
Security Program or before that, the Marshall plan? 

Mr. McCormick. Right. 

Mr. Wuirren. The normal exports for cash? 

Mr. McCormick. That is right. 

Mr. Wuirren. The International Wheat Agreement? 

Mr. McCormick. In other words, all claimants for food. 

Mr. Wartrvren. All of that is totaled up plusin many cases an amount 
to add to national reserves? 

Mr. McCormick. Yes. 

Mr. Wuirren. And your totals have included elements for all 
those purposes; have they not? 

Mr. McCormick. Yes. 

Mr. Warrren. And to the extent you supply Mutual Security 
and to the extent that you supply through the International Wheat 
Agreement you are asking the farmers to produce over and beyond a 
sufficient quantity for normal consumption and normal exports; 
are your not? 

Mr. McCormick. That is true. 
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SPECIAL INCENTIVES FOR AGRICULTURE 


Mr. Wutrren. Your goals therefore many times include production 
for which there is no firm demand and which actually may break the 
price received for the regular crop. 

Now under the law, what authority do you have to make special 
provisions to get the farmers to do that? You have pointed out 
the cost has gone up 9 percent and prices received by the farmer 
have gone down. What authority does the law give vou to help meet 
that situation where you are asking for more than we would consume 
in the United States and export through normal channels, for unfirm 
demands that may not later exist, and for building up a surplus in this 
period when the costs are up and his prices are coming down? What 
authority does the law give you to meet that situation, to help him 
meet it? 

Mr. McCormick. Your question is on helping the farmer meet 
the situation? 

Mr. Warrren. Yes; what authority do you have in the law? 

Mr. McCormick. We have no authority other than our normal 
programs. In other words, we have no special incentive authority. 

Mr. Wurrren. Now is it not a case of having the authority but 
you have not exercised it? Does it not provide that you can pay 
special incentives if need be to get increased production? As you do 
pay to industry for increased production? 

Mr. McCormick. | will have to ask the solicitor. 

Mr. Butiock. No; I do not believe that we have that authority. 

Mr. Wuirren. The Secretary cannot increase the support price in 
order to get production just as is done with all other groups? 

Mr. Buttock. I am not familiar with the price-support program. 
It is not within the functions of my particular office. 

Mr. Wuirren. Have you got somebody who does know it? 

Mr. Buttock. We can get someone who will have the answer on 
that; ves, sir. 

Mr. McCormick. Are we not limited to 90 percent on our support? 

Mr. Wuirten. It is my understanding that in many cases the 
Secretary has the right to increase the support prices if need be, to 
get the production which the Department asks for; that with regard 
to industry, expanding its plant and production we have given them 
firm contracts; that we have provided for quick tax amortization and 
in other cases we have actually advanced them money in order to get 
increased production and those prices are fixed on cost of production 
plus a profit. 

But with agriculture, notwithstanding that the law gives you the 
authority and notwithstanding that, as you yourself have admitted, 
you asked production beyond that we use in our own country and 
beyond that that we normally export, and actually, to build up reserves 
or surpluses beyond the actual demand, you have not exercised your 
right to give any protection at all even though costs are up 9 percent 
and prices are down and such production over firm demand could 
wreck the price received for the normal crop. 

Now I daresay you have got your reasons but that is the situation 
as | understand it. 

Mr. Forp. Are you stating that under the present law they have 
the authority to increase from 90 to 100 percent of parity? 
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Mr. Wuirren,. I am stating it is my understanding that you do 
have such authority and can use it if it be necessary in order to get 
the production. There first must be a determination that in the 
absence of such supports the farmers will not reach the goal. That 
is my understanding. 

Mr. McCormick. We do have authority on that basis, I am sure, 
and we have used it a time or two. 

Mr. Wuirren. Not during the present emergency. You did use it 
during World War II in the case of flax; you used it in one or two 
other instances. 

Mr. McCormick. We have used it this past year and are using it 
again in regard to Egyptian long-staple cotton where we have gone 
out and held hearings within the community and determined what 
price we would have to have in order to be able to get that cotton 
produced. 

Mr. Wuirren. I was somewhat disappointed, asking all other 
segments of the population to meet this extra need with pay for the 
cost, plus a profit and with agriculture asked to do the same thing 
where the surplus would tend to pull down the regular price and 
with costs up tremendously, I am disappointed that it has not been 
used to give fair treatment but it is still more disappointing to have 
to find that you have to search around among 15 witnesses trying to 
find somebody that ever heard of the law. 

Mr. McCormick. We have only used it in those cases where we 
thought it was an emergency, in a cotton, long-staple cotton. 

Mr. Wairrren. In view of the failure to know any more about the 
law, Mr. McCormick, than has been indicated up to now, I wonder 
if — should not get somebody else here to tell us why it has not been 
used? 

Mr. Rooney. Mr. Chairman, I fear there are only 11 witnesses here. 

Mr. Wairren. I thank you for the correction, Mr. Rooney. 

I did address this same inquiry to the Office of Defense Mobiliza- 
re a. Flemming, the other day and I got an immediate letter back, 
as follows: 


You may recall that Mr. Whitten asked the representatives of this Office in 
their June 17 appearance before your Committee on Appropriations to submit a 
report for the record prior to the conclusion of the hearings on the defense mobili- 
zation agencies. Among other things Mr. Whitten wanted to know if special 
incentives for agriculture were not warranted in view of the demands of the 
Federal Government on American agriculture to produce over and above that of 
a normal production year. 


I want to correct that. I said “to meet normal consumption needs 
plus normal exports.”’ 


It will not be possible in such a short space of time for this Office to submit this 
report. In the normal course of our operations we consult in detail with the 
Department of Agriculture in regard to such poliev considerations affecting 
agriculture. Accordingly, we have referred the matter to Mr. Clarence Me- 
Cormick, the Under Secretary of the Department of Agriculture for study and 
reply. 

Mr. McCormick, I understand, is scheduled to appear before vou this week 
on behalf of his Department's mobilization activities and if vou feel it appropriate, 
he will be pleased to discuss the matter with vou and your committee members 

Sincerely yours, 
Joun R. StERLMAN, Director. 

Mr. McCormick. The date of the letter? 

Mr. Wurrren. The letter has just come down. 
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Mr. McCormick. I got my copy 15 minutes ago. 

Mr. Wuirren. This is a matter that has been before this Depart- 
ment continuously since we passed the law and it has been the subject 
of conversation after conversation by myself and others, the Secretary 
and others in the Department in the last two hearings before our com- 
mittee. 

I cannot think it would be news to the Department though it might 
be to you personally. 

Mr. McCormick. I am sure it is not news to the Department and, 
of course, we prefer up to this time at least to use the regular program 
we have. 

Mr. Wuirten. If you can get the farmers to make the production 
without providing any extra protection to cover the cost of production 
as is provided in the law, you want to do it, is that your attitude? 

Mr. McCormick. If we can get it done without additional cost and 
additional programs that might cause food to rise and therefore cause 
a new spiral of prices in regard to the entire program in the Govern- 
ment. We might have higher prices on all items including steel and 
everything else. 

Mr. Wuirren. Did you ever take that message over to them when 
they gave tax amortization to steel companies and to fertilizer com- 
panies and metal companies when they advanced cash to put up 
factories, when they gave them contracts for the end product at cost 
plus a reasonable profit, did you ask them to follow the same course? 

Mr. McCormick. We had a long and lengthy discussion in regard 
to 

Mr. Warrren. You knew with all other segments they were advanc- 
ing money in some cases? 

Mr. McCormick. Certainly. 

Mr. Wurrren. Giving tax amortization and others? 

Mr. McCormick. Yes. 

Mr. Warrren. Do you know of a single segment of the population 
trying to follow the regular old line supports and no more to get the 
increased production except agriculture? 

Mr. McCormick. I am sorry to say I do not. 

Mr. Wuirren. And the Department head, you and Mr. Brannan 
and others accept full responsibility for the decisions made to leave 
agriculture traveling on the basis it is now? 

Mr. McCormick. In conjunction with the other agencies of 
Government. 

Mr. Wuirren. You mean they talked you into it, other agencies? 

Mr. McCormick. No; other farm leaders and congressional leaders 
as well—that has been our decision. 

Mr. Wuirren. Would you mind giving us a list of those? I would 
like to talk to some of those. I would like to have the privilege of 
discussing pro and con these matters with them. 

Mr. McCormick. We have a National Agricultural Mobilization 
Policy Board that meets at least once a quarter and they come from 
all segments of our agricultural economy from over the country and 
it has been their discussion and their guidance that has helped us 
on many of these problems. 

Mr. Wurrren. Would you know the ones that are committed to 
this viewpoint that you express here as being that of the Department? 
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Mr. McCormick. I could go back to the minutes of the meetings 
and come up with some of them. I would be glad to give you a com. 
plete list. 

Mr. Wurrren. As big an issue as this I would kind of remember 
the fellow who talked me into it, Mr. McCormick, if I were you. | 
am probably putting you on the spot because at the outset you did 
not know there was a co The record will show you did not know it 
until you counseled with your folks so apparently someone else mace 
this decision other than you, is not that true? 

Mr. McCormick. That is true. 

Mr. Wuirren. Where is the Secretary? Is he available? 

Mr. McCormick. He is in another hearing today. 

Mr. Wurrren. How long is this Department going to stick to this 
position of letting the cost—you say costs have gone up 9 percent: 
a call on American agriculture to produce 50 percent more than 

efore the last war and costs have gone up 9 percent and prices are 
down—how long do you plan to let that situation exist before you take 
some action either by reducing your demands to that for which there 
is a market or by providing supports for that production demanded 
beyond that for which there is a firm demand? 

Mr. McCormick. I could not say how long but it is one of the 
problems we have had up for discussion. 

Mr. Wuirren. Is there any way for the farmers to protect them- 
selves other than just not to grow more than they can sell? 

Mr. McCormick. Other than coming through congressional repre- 
sentation and through farm agencies. 

Mr. Wuirren. We run into the Department and get vetoed. 
You said the Department is the one who fixes it. 

Mr. McCormick. It has been our opinion that we would prefer to 
have some of the programs strengthened. We have been working 
along that line; that is one of the reasons we asked for a soil conserva- 
tion program, and why we asked for a strong Farmers Home Adminis- 
tration program. 

Mr. Wuirren. Mr. McCormick, when I came on the committee a 
man of long experience in Congress said, ‘‘Watch any Secretary of 

iculture and he ends up representing the consumer groups.” 
Mr. Brannan was not then Secretary so this is no attack on him, but 
the presentation from time to time makes you wonder if you do not 
yield to the pressures of other segments of the economy in fixing agri- 
cultural programs as against looking at the cost of production and 
these special burdens that you are skate agriculture to-take in asking 
him to increase his production 50 percent which is far beyond the 
levels of production for which there is a firm demand? 





PRICE SUPPORT PROGRAM 


First, what is the support price you have got, the maximum you 
have got now in any commodity? 

Mr. McCormick. Long staple cotton is about 130 percent. 

Mr. Wuirren. That is Egyptian cotton and we grow a very small 
amount and it affects practically no percentage of the American pro- 
ducers of cotton. Let’s get down to something that has some major 
significance. 

Mr. McCormick. The other is 90 percent. 
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Mr. Wuirren. 90 percent of what? 

Mr. McCormick. Parity. 

Mr. Warren. What is parity? 

Mr. McCormick. That is one of the statements we have been dis- 
cussing for quite a long time. 

Mr. Warren. What is it now under the present law as you have it 
in operation? 

Mr. McCormick. 90 percent of parity of course—— 

Mr. Wuirren. 90 percent is 90 percent, but what is parity? 

Mr. McCormick. Mr. Wells? 

Mr. Wetts. Mr. Chairman, the foremost of the major commodities 
are corn, cotton, wheat. 

Mr. Wuirren. | know 90 percent; but what is parity? 

Mr. We tts. The parity price is essentially the price that would 
give the farmers the same purchasing power as they had in the years 
1910 to 1914 in terms of commodities bought by farmers. 

Mr. Wuirren. You recall that that is usually referred to as 9 to 14? 

Mr. WeEuts. Yes. 

Mr. Wuirren. From 8 to 14. 

Mr. Wetts. August 1909 to July 1914. 

Mr. Wuirren. It is geared to give the same comparative purchasing 
power as in 1909 to 1914. 1909 to 1914 approximately what percent- 
age of gross returns the farmer got went into the cost of production? 
Back at that time he had little expense in operating his farm out of his 
gross receipts. The record shows according to the reports, and this is 
in the reports to the Department of Agriculture. 

The records show that in 1909 to 1914 land constituted about 70 
percent of the value of the farm. Now land is about 45 perceat. 

In the period 1909 to 1914 it took a man about 9.7 years to lose his 
farm if he did not collect a dime for his crops. It took his costs for 
9.7 years to equal the value of the average farm. 

Now it takes slightly more than 2 years for the operating expense 
to eat up a farm, so to speak. You are not-responsible for that; 
neither am I, but in fixing a request to American agriculture for a 50- 
percent increase in production when you admit that its cost is up 
9 percent as against ’47 and ’48 and if your parity is what Mr. Wells 
has explained it to be, it is not a fair price at all to have a comparative 
purchasing price with what he had in 1909 to 1914 when he did not 
have to. buy all these things, do you not think it is time you took a 
new look-see to see if you should not give him some protection if you 
are going to ask him to produce to the extent that he ruins himself? 

Mr. McCormick. I am sure we have been taking some looks but 
we have not come up with any answers yet. 

Mr. Wuirten. I am talking about a new look. 

Mr. McCormick. Yes; I would agree it would be. 

Mr. Wuirren. How about the other elements he may need with 
regard to his production, I mean machinery, equipment, and things 
of that sort?) What connection does the Department have with that? 

Mr. McCormick. Of course we are the claimant agency with 
regard to all food production. 

Mr. Wurrren. “Claimant” means you filed the application over 
there. You do not have final say on how much metal it should allo- 
cate. You just press his needs. 
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Mr. McCormick. Yes. The agencies make their appearance before 
our committees, present their case and we have to determine whether 
or not it is the right type of a case and legitimate and then we make 
the presentation. 

Mr. Wuirren. So you are dependent on them? 

Mr. McCormick. For the final ruling; yes, sir. 

Mr. Wuirren. Now in view of the cost as you have pointed out, 
American agriculture notwithstanding a shortage of materials, 
shortage of labor, there is no firm contract now in existence where 
the Government is actually purchasing the product of the farm; is that 
not right? It is all this loan program now. 

Mr. McCormick. We have an offer to purchase, either a loan or 
offer to purchase. 

Mr. Wuirren. But it is based on the same percentage of parity and 
the maximum is 90 percent and that does not exist with lots of non- 
basic commodities. 

Mr. Beacu. There are examples in the cases of the castor bean 
and Kenaf production programs, where we are producing a critical 
strategie material at the request of the defense agencies. In these 
cases we do guarantee the farmers a price for that production, but 
the program is very limited. 

Mr. Wurrren. A small quantity? 

Mr. Beacu. Yes. 

Mr. Wuirten. Now according to your own statement, agriculture 
is asked to produce 50 percent more than before the war. The farmer’s 
cost has gone up 9 percent and you are sticking to the same program 
you had at that time when you didn’t ask for any extra production 
at all. How much is the price he is receiving? How much is it down 
from 1947 and 1948? Is it about the same or is it down? 

Mr. McCormick. I believe they are about the same. 

Mr. Wuirren. How far would this increased cost have to go up 
before you would feel that if you are going to produce this extra at 
added expense to himself that there was some reason, if he is meeting 
a real national defense problem, and as you say, producing beyond 
that which we would reasonably use and reasonably export the needs 
of the Armed Forces—how wide would it have to be before it would 
be your personal recommendation that you give to agriculture the 
same incentive that is given to every other segment of the population 
dealing with the matter of meeting special national defense needs? 

Mr. McCormick. We are already giving consideration to the fact, 
and I would think it is wide enough now to cause real concern and we 
should look into it and see what should be done about it. 

Mr. Wuirren. You stated a while ago that other agencies were 
afraid if you gave the farmer this same thing which you are giving to 
other segments, that it might result in a rise in the cost of living. 

Now, is the farmer going to be tied entirely to the opinions of other 
agencies and other groups? 

Mr. McCormick. Certainly not. 

Mr. Warrren. We perhaps should turn the farmer over to those 
other groups. Which agency has control, the OPS? 

Mr. McCormick. It is the consensus of opinion after consultation 
that we’ should stand on the old line programs and strengthen the 
farmer’s position on that basis rather than go out and—— 

Mr. Waurrren. The only way he can protect his position is to say, 
“Mr. McCormick, we are sorry. We will do just what steel did, just 
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what they told you. We will increase if you give us tax amortization; 
we will increase if you buy our products. We will tell you what the 
fertilizer people told you. We will tell you what labor told you. 
Give us a firm contract at so much per week and we will do it.” 

Is the farmer going to be forced to take that kind of view with his 
Government in order to protect himself? Of course, the Department 
of Agriculture can correct it now, but you won’t. Now if you won’t, 
is there anything wrong with him going in on the same basis as steel 
and labor and fertilizer and aluminum and all the rest of them and 
say, “Treat us like you treat them »nd we will come through; other- 
wise we will grow enough for normal consumption, for the armed 
services, and for normal export.”” I am not recommending that but 
would that be improper for him to take that attitude? 

Mr. McCormick. It certainly would not. Naturally, he is entitled 
to the same treatment as any other American citizen. 

USE OF DEFENSE FUNDS : 

Mr. Wurrren. Now you say you are not using it, but I recall very 
vividly when you came before us, that you asked for money to put the 
PMA locally in counties and States to go around and talk to the 
farmer, telling him that he ought to go ahead and do it anyway, even 
though you are not going to put him under the same set-up that you 
put other segments of the population and though there may be no 
market for his production. 

I think we told you to do that with your regular people to a large 
extent, though some money was carried for that purpose. 

Mr. Bsacu. That is right, sir. 

Mr. Wuirren. You say that $3 million is for the Washington office, 
but as I understand the budget presentation here, a large share of 
that, you are setting that up as being the same money you had last 
year, though last year it was by transfer from your regular appro- 
priation. Last year you transferred this fund from your regular 
appropriation. This year you are asking for special funds. 

Mr. Bracu. No, sir; there was authority in last year’s Defense 
Production Act supplemental appropriation that made available for 
expenses of defense production activities any funds available for sal- 
aries and expenses; that is, any funds we had that were available, 
with the exception of section 32. We were in a position where we 
had no funds from our regular appropriations available for defense 
production responsibilities except under section 32. 

Mr. Wuitren. Do you think it would be wise for the committee 
to just cut all this out for the Department of Agriculture and let you 
use your regular law that applies to you and others? You are using 
this to persuade farmers to go ahead in the absence of like treatment 
that other segments are getting. Don’t you think it would be wise 
to cut this money out and let you use the law they used to get increases 
in regard to other fields where needed? Is that one way you could 
get equal treatment? 

Mr. McCormick. It would depend on what you would want done, 
of course. It would mean giving time for the farmers to fail to pro- 
duce in an emergency and then coming up with shortages. 

Mr. Wuirren. The fellow that failed is the Department, which 
hasn’t used the law. The law gave you the right to get the farmer 
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to produce in the same way that you got other segments to produce, 
but instead of using the law you used Federal appropriations to go 
out and talk him into it. 

Mr. McCormick: Would it be your advice that we hold hearings. 
that we have on long staple cotton, on corn, on wheat, on hogs, ani 
come up with the same thing? 

Mr. Wuirren. I believe you ought to have some hearings when 
you have got 11 of the top representatives of the Department and it 
took them so long to remember that you have even got such a law. 
I believe you ought to have a hearing in the Department first and 
then go out. I think the farmers are aware of the law, more so than 
you folks. 

Mr. Hitz. May I suggest that Mr. Beach try to clarify the position 
in regard to the funds used for production goals and what we use the 
Defense Production Act funds for. 

Mr. Beacu. This money does not go to determining the individual 
oun for States or the actual implementation of the goals and getting 

armers to carry them out. The only money in this $2,585,000 for 
PMA that would be related to the goals program is that used in 
determining over-all requirements and overa available supplies, 
capacity to produce, and so forth. This work gives a foundation for 
determining the goals. Actually, the formulation of the goals and 
carrying them out to the States and to the counties, as you men- 
tioned a moment ago, is carried out under the agricultural production 
program appropriation in the regular appropriation bill for the 
Department. 

Mr. Wurrren. Understand I would be the last to advocate that 
the American farmer not meet national-defense needs. I would be 
the first to say you ought to put him under the same law that you 
put everybody else, that you ask to expand, especially since 
Congress passed a law putting him under it. It provides that when 
you ask for production beyond what they produce normally and 
produce commodities beyond that for which there is a firm demand, 
that you can treat them as you treat other segments, but the Bepart- 
ment hasn’t done it because of what plese. a in some other agency 
said. I think you exactly laid it on the table a while ago when you 
said that the other agencies said they thought it might affect them 
and what they were trying to do, and you let them dominate the 
Department. When I say ‘you,’ I don’t mean you individually. 

We have done ‘all we know to do. You have got it in your hands 
asa Department. Now what would you recommend that we do to get 
action on your part? 

Mr. McCormick. Well, I understand the only thing we can do 
would be to hold hearings in a community, and in the case of cotton 
it would be in all the cotton communities. 

Mr. Wuirten. All you have got to do is make a determination that 
you will not get the production unless you use it. That same determi- 
nation was made with regard to steel, with regard to aluminum, with 
regard to other metals, with regard to any number of products. 

Did you know that without any extra nickel of expense to Agri- 
culture, as you say, they have upped production about 30 or 35 percent 
with 9 percent more cost to themselves to meet this need and we have 
advanced in excess of $30 billion to quick tax amortization and loans 
and that kind of thing to get others to do the same thing? 
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Mr. McCormick. Yes; I am aware of that. 

Mr. Wurrren. Do you think that inequality is a fair way to call 
on people to meet a national emergency? 

Mr. McCormick. No; I couldn’t agree it is a fair way. 

Mr. Wuirren. What would you think of a department whose 


} prime job it was to look after that element and who let it happen? 


What would be your idea of the department? 
Mr. McCormick. We are of the opinion we would rather try to 


} meet our production goals—— 


Mr. Wuirren. Persuade the farmer because of patriotism to 


+ increase his production, notwithstanding increased costs, and lower 


prices? é 

Mr. McCormick. At that same time, have the production goals 
not so high but that we would receive the final hundred percent of 
parity in the market. price. 


HIGH COST OF FARMING 


Mr. Wuirren. Getting back to that, parity is not a fair price if you 
got a hundred percent. Do you think in this day of commercialized 
farming if a fellow got the comparative purchasing price he had back 
in 1909 to 1914 that that would be fair? 

If he got a hundred percent comparatively with what he got then 
in the way of purchasing power, when he didn’t have any commercial 
operation, his farm was a matter of land and mules and home labor, 
when now he has got to buy it, do you think that would be fair? 

Mr. McCormick. I say it would be. _ ] am speaking as:a farmer on 
my own farm operation, because there have been so many things 


' that caused us to increase our production. Through research we 


have new varieties which have increased production. We have come 
up with new methods and we have come up with new machines that 
have speeded up the production and actually lowered the cost of 
production. I am in full agreement that certainly the costs are 


- extremely high. 


On my own farm again, I have more money invested in livestock 


_ and machinery than I have invested in the farm and the total cost of 


operating that farm has doubled and quadrupled as the years have 
gone by, in the last few years; but at the same time new methods and 
operating techniques, insecticides and weed killers, and all of that, 
have reduced the cost of producing, for example, a bushel of corn. 
So we can produce it more cheaply, even though the costs are greater 
on total operation. 

Mr. Wuirren. We come out there and we say to you on your indi- 
vidual farm, ‘‘All right, Mr. McCormick, we want you to increase 
your production 50 percent using the same acres.’”’ Wouldn’t that 
take more fertilizer, more everything? 

Mr. McCormick. It definitely does. 

Mr. Wuirren. Do you think we should ask you to do it om the 
same basis as originally; adding 50 percent, using the same spot of 
ground, it is going to greatly increase the cost, especially if you have 
to compete with your neighbors for a short labor supply and have 


trouble getting equipment. : 


Mr. McCormick. Some of those costs go up but some of the others 
go down per bushel. If you can grow 100 bushels of corn per acre 
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where you have been growing 50, all the operations, except probably 
your fertilizer and spray, are just the same as when you were producing 
50, if you take off of it twice the yield. 

Mr. Warren. As a matter of fact, when you say increase it 50 
percent, it sounds like you had a shoddy practice before to be able to 
do it in a specific year. 

Mr. McCormick. From one year to the next that would be true, 
definitely, but over the last 10 or 12 years we have increased, as you 
say 

Mr. Warrren. Hybrid corn. 

Mr. McCormick. Hybrid corn, more fertilizer, new techniques. 
On my own farm they are spreading anhydrous ammonia on corn 
today which was not heard of 3 years ago. Things of that nature do 
lower the cost per bushel, and that offsets the increased over-all 
expense. 

Mr. Wuirren. You don’t think in the market place that the farmer 
should get more than the price of 1909 to 1914? 

Mr. McCormick. If he gets parity—on my own farm I would be 
happy about it. 

Mr. Warren. What do you get for pork? 

nee McCormick. We are not getting parity. About 20 cents a 
pound. 

Mr. Written. That is way below parity, isn’t it? 

Mr. McCormick. That is right, and when I speak of parity, I was 
speaking of the total sales at parity, and certainly if we sell, like we 
have in pork, below parity for a long time—and we are hog producers 
on my farm—we are going to.have to sell above parity some time in 
order to equal parity. That is one of the problems that personally | 
am concerned about, and the Department of Agriculture as well. 

Mr. Wuirren. We appreciate your concern, but we are also getting 
to the point where we need to take some action. 

Mr. Forp. Last year did your pork sales average parity? 

Mr. McCormick. Not at all; no, sir. We got parity during the 
early part of last year. 

Mr. Forp. Last calendar year? 

Mr. McCormick. Early last calendar vear, but after that we didn’t 
get parity and haven’t had parity on any hogs marketed in the last 
half of the last calendar year or on any sold this year. 

Mr. Warrren. I would like, Mr. McCormick, and you will have to 
get it from other sources, I am sure, but it can be done, because I have 
asked the Department to do it in times past. I would like you to 
show at this spot in the record, beginning with the last war, 1942, 
showing what advances the Government has made to industry in order 
to meet needs, tax amortization, loans, and that kind of advancing to 
them, and in the sale of the plants at reduced prices, and what the 
total cost of the Commodity Credit operations have been, which was 
the support price for farmers. Then beginning with the present emer- 
gency and the present law, I would like for you to list the total tax 
amortization, the total loans, and other special incentives to all seg- 
ments of our economy to meet increased needs and what if any have 
been the advances to American agriculture for increased production. 

(The information referred to above is as follows:) 





id 





bably 


ucing 


it 50 
dle to 


true, 
S you 


ques, 

corn 
re do 
er-all 


mer 


ld be 
nts a 


[ was 
e@ we 
ucers 
ne in 


lly | 


tting 
r the 


idn’t 
_ last 


ve to 
have 
tu to 
| 942, 
wrder 
ig to 
> the 
was 
mer- 
| tax 
seg- 
have 
tion. 





255 


Wuat Dip THE GOVERNMENT Do To Assist Bustness IN RECONVERTING FROM 
War To PEACETIME PRODUCTION? Wuat Was THE Cost To THE GOVERN- 
MENT OF SucH Arp? 


(From hearings of Agriculture Subcommittee of the House Committee on Appropriations—1951 
Appropriation Act) 


1. Shortly after VJ-day over 300,000 contracts with a canceled commitment 
yalueYof over $65,000,000,000 were terminated. According to the Seventh 
Report of the Director of War Mobilization and Reconversion (July 1, 1946, 
p. 15), the gross cost to the Government of settlement of these contracts was 
estimated at about $6.8 billion. 

2. “Section 124 of the Internal Revenue Code permitted a corporation to 
amortize any project covered by a necessity certificate over a 5-year period and 
the Presidential proclamation of September 29, 1945, permitted the corporation 
to spread back the unamortized balance as of that date, uniformly over the expired 
portion of the 5-year period. The consequent reduction in tax liabilities for prior 
taxable years was recouped by such corporations partly through cash refunds and 
partly theoigh tax credits in the fiscal vear 1946 for taxes due in the period 
following September 29, 1945” (Annual Report of the Secretary of the Treasury 
for Fiseal Year Ended June 30, 1946, p. 14). 

3. In addition to the privately financed plants mentioned above, a considerable 
number of Government-owned war plants were sold to business corporations at 
considerable reductions below cost. Through September 30, 1949, real property 
having a reported cost of about $3.9 billion had been sold by War Assets Ad- 
ministration and related agencies for a realization of about $1.25 billion (based 
on Quarterly Progress Report, War Assets, General Services Administration, 
Third Quarter, 1949, p. 20, table 4). 

4. “Under the provisions of section 722, which allows relief from excess-profits 
tex for corporations under certain circumstances, there had been filed as of the 
close of the year more than 51,000 applications for excess-profits-tax reductions 
totaling nearly $5.6 billion, of which 25,000 claims totaling $4.5 billion were 
still pending.” 

“Carry-back allowances of $471,000,000 were made during the year under the 
‘quick refund’ provisions of the Tax Adjustment Act of 1945.” (Annual Report 
offthe Seeretary of the Treasury on the State of the Finances, June 30, 1948, 
p. 134.) 


OVER-ALL STATISTICS ON TAX AMORTIZATION AND LOAN PROGRAM UNDER DEFENSE 
PRODUCTION ACT OF 1950 


(Excerpt from Senate Committee Report No. 1599 on S. 2594 to amend and extend the Defense Production 
Act of 1950) 
Following is a cumulative list of the certificates of necessity that have been 
granted, by program, amount, and the percentage of certificates granted to each 
program compared to the total. 


Certificates of necessity 


| Approved, cumulative as of April 
| 15, 1952 





or eee Percent 
|Number! Amount 
ee of total 





EC | 





iver pee en qe AE 804 | $3, 642, 080, 000 19.8 
Railroads, other transportation and storage... _-...-.----- jacana 1,098 | 2,862, 540, 000 15.6 
PODEGD CS cna ive bkhe ba ens Ae su cou are cipwtsdarmiene wie 348 | 2, 523, 966, 000 13.7 
Chemicals and allied products. _--...-- ; . 633 | 2,029, 427, 000 11.0 
Crude petroleum and natural gas extraction, refining and natural | 
wae Ry eae = a ae te 307 | 1, 260, 767, 000 6.9 
Aluminum and other nonferrous metals sha 206 | 809, 954, 000 4.4 
REDO I a lice ta che has ududneicasnacabake 849 | 802, 926, 000 4.4 
Iron ore mining ............-- SS aS ais ek @ ak 6 708, 160, 000 3.38 
Pulp and paper.............. ae aa Pa cameen eat il7 666, 479, 000 3.6 
Machinery (except electric) and parts wee : 1, 309 554, 551, 000 3.0 
Electric machinery, equipment, and supplies- - - 519 304, 380, 000 1.7 
Stone, clay, and glass products ae ; pais 251 296, 460, 000 1.6 
Crude and refined petroleum pipelines _. ee ag aidtes 61 | 290, 107, 000 1.6 
Ordnance and supplies..................-------- ; ae ne 471 | 226, 415, 000 1.2 
Nonferrous mining. a eee ae , 87 | 218, 826, 000 1.2 
Coal and coke S . “i 67 | 209, 375, 000 1.1 
All other........... : 1, 875 | GOR, 658, 000 | 5.4 
, tpygmee is = : : : 3 eta 9, 068 | 18, 404, 973, 000 100.0 
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LOAN PROGRAMS UNDER TITLE Il 


Section 301 loans or private loans guaranteed by the Government and made by 
a@ private bank are almost always guaranteed by the Department of Defense. 
More than 95 percent of the loans are used for working capital rather than for 
capital investment, and as such are, therefore, not directly related to the expansion 
of production facilities. 


e following table represents all the loan guaranty activity through March 31 
1952. 


Sec. 301 loan action, as of Mar. 31, 1952 


[Thousands of dollars] 





= 
| Number of Dollar Oe 
ane | Percent | aeantie Percent 
| AERTS: SG RGSS So gaa oo nae Wi SN nee e ------| 1, =, 100 | 1, 785, 357 1 
Approved BOSSE RT RR RS oii iis sdeehaan 84 | 1, 677, 786 4 
Sc aniee so wsinnin sent coe lad ee le taa ne ea 142 | 12 | 51, 674 3 
SR eg ee ea Se SRL Buea es! 40 | 4 | 55, 897 3 
{ | | 


Section 302 or direct loans were certified to 177 applicants in the amount of 
$288.5 million. Of these, 137 had been approved for $169.5 million, and 37 for 
$169.5 million were pending final RFC action. Interior approved $5.6 million; 
Defense Transport Administration, $4.5 million; Department of Commerce, $100 
million; Defense Material Procurement Agency, $168 million; and Defense 
Material Procurement Agency under delegation, $170 million. 

Section 302 and 303 loans for the expansion of supplies of critical metals 


minerals, installation of equipment, and other special projects of national interest 
totaled $3.7 billion through March 31, 1952. 


TaBLe 1.—Program emphasis in first quarter on secs. 8302 and 303 loans 


{Thousands of aucuibal 





. 3 : ee Probable ultimate net cost to United 
| Gross value of actual transactions | Sinton action’ trameactians 


























Program First quarter of | Cumulative to First quarter of Cumulative to 
calendar year 1952! Mar. 31, 1952 | calendar year 1952 | Mar. 31, 1952 
i ' 
| 

| Amount Percent Amount ‘Percent| Amount road Amount Percent 

pee eae | ne Ps 
| In | 801, 276 100 i3, 677, 694 | 100 | | au 119, 587 100 | 219, 074 A 100 
Machine tool................| 222,177 28 |1,108,418| 30) een 22, 426 | mT 
Magnesium... | 176, 814 22 | "181, 560 | 5 | 79,467 4 81,600, 37 
Nickel. 155, 897 19 | 155,807 | 5| 27,215 27, 215 | 1 
Copper... 127, 916 | 16 | 383, 863 | 10 | 12,085 | i 18, 969 | 9 
Aluminum. . 82, 155 10 | 769,371 | 21 | 13,695 | 12} 18,961 | 7 
All other - - 36, 317 5 (1,078, 585 29 121. 489 ; —I8 49, 904 } 25 

| | | 








1 Cancellations of programs exeeeded the probable ultimate net cost of new certifications in the ‘All 
other” category. 
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Mr. Wuirren. Then if you have any real reason as to why you 
have made the difference, I would like to have it spelled out, but | 
would much prefer to have you spell out what you are going to do 
to put it on some sort of an equality because American agriculture is 
being faced with the necessity of cutting down its production to that 
necessary to meet American needs—military, domestic, and normal 
exports. Apparently that is the only way they can protect themselves. 

Mr. McCormick. Of course, I call attention to the fact that we 
have used 90 percent of parity in every case where we might have gone 
at a lower rate of parity. e have done that. 

Mr. Wuirren. Yes, and because you have weakened from time to 
time on that the House today is taking up a bill saying it must be 90. 

Mr. McCormick. That will be most satisfactory to me. 


USE OF REQUESTED FUNDS 


Mr. Wuirren. Now as to how you are going to use this money we 
might have a little more detail as to where you are going to spend the 
funds that you request here and how many people will you have in the 
Washington office handling that? 

Mr. Beacu. In PMA we will have an average of 372 man-years’ 
time to be used in the fiscal year 1953. That would be comparable 
to 467 we are actually using this year. That means we are using a 
portion of the time of a large number of people. We have about 246 
people working full time on defense activities, most of them in our 
requirements and allocations group and our materials and facilities 
group, special offices set up after the Defense Production Act was 
passed. The remainder of the man-vears are spread over more than 
a thousand people, all of whom work a portion of their time on defense 
activities. Nine hundred of them work less than 50 percent of their 
time on defense activities. In other words, we work it in with our 
regular activities, but we charge to defense only those jobs that they 
wouldn’t do if there was no Defense Production Act. 

Mr. Wuirren. Would it do you any material harm if we told you 
to go ahead and do this job with your regular people? 

Mr. Beacu. We would not be able to absorb the cost of doing this 
job because the number of people we have in the Production and 
Marketing Administration in Washington, where this work is done, 
has been reduced 16 percent during the period since the Defense 
Production Act was passed. We wouldn’t be able to live with this 
within the available funds with one exception. That is, if we were 
able to use any of the funds that we have for administrative expenses, 
without any limitations on the use of them. Iam speaking of section 
32 funds because those are the only funds where we have an authoriza- 
tion in excess of our needs substantial enough to do any good toward 
meeting these defense costs. Last. year we met the defense costs in 
excess of what was appropriated by using ‘a portion of the funds that 
had been accumulated under the supply program of the Commodity 
Credit Corporation. We don’t have enough left in that fund to liqui- 
date the program and meet the current excess of expenses over returns 
and still cover the cost of our defense production activities. 

We could absorb the total cost under section 32. 

Mr. Wuirren. Talking about section 32, section 32 is to promote 
new uses, to export surpluses. Under what theory could you use 
that money for this purpose? 
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Mr. Beacu. The same thing is true of every one of our appropria- 
tions. They are made available for a specific purpose, but the authori- 
zation in the gr pose act which made defense funds available 
last year stated that we could use any funds available for salaries and 
expenses. The section 32 act provides that we may use 4 percent of the 
available funds for administrative expenses. That would amount in 
1953 to something over $10,000,000 being available for administrative 
expenses in excess of what we anticipate we will use for section 32 
programs. We would not need more than about $3,900,000 to carry 
out the section 32 program. 

The same thing applies to the agricultural conservation program, 
the CCC, school-lunch program, marketing services, and so forth, 
that is, they are made available for and used for a specific purpose. 
We are using every penny of those funds to carry out the job for which 
those funds were made available. In the case of section 32 we are 
not, and that is the only reason I say section 32 funds would be avail- 
able. 

PRODUCTION OF NITROGENOUS FERTILIZER 


Mr. Warrren. This money then primarily is to let you help Ameri- 
can agriculture to carry on its part of the work. In recent weeks I 
have had some occasion to dig into the production of nitrogenous 
fertilizer. How do you go about arriving at the needs of the American 
farmer for nitrate fertilizer? Did you set the goal in the way of pro- 
duction of fertilizer? 

Mr. McCormick. We went right back to our State agricultural 
mobilization committees and they, working with the other facilities 
available within the State, came in with recommendations of what 
would be needed and we took that into consideration along with the 
increase of specific crops and how much fertilizer it would take to 
get those crops. 

Mr. Wuirren. After you submitted that goal, your estimate, how 
much was it sealed down by the other folks, if it was scaled down? 

Mr. McCormick. Well, we got these figures together and we were 
the claimant agency before NPA in regard to that. 

Mr. Warren. Yes. : 

Mr. McCormick. And it was scaled down some. We were given 
what we asked for agriculture, but there has never been an amount 
set up for an increase for the military in the event we would get into 
a position of all-out war. 

Mr. Wuirren. You say you were given the amount? This differs 
from their statement. They say that the amount, the total amount 
of production of nitrogenous fertilizer is equally as large as your 
estimates for agriculture, but none of it is assigned to agriculture, 
that they just have one total production that they try to reach, and 
as you say, they don’t know what the military will take in an emer- 
gency and there is no assignment to you, to them, or to anvone else 
in an emergency; so that actually you have got none unless there is 
some left. 

Mr. McCormick. It would amount to that if the military took it 
all, yes, sir. 

Mr. Wuirren. The record also shows that only in 6 months, 
according to your own reports, has the American farmer been able 
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to buy nitrate fertilizer to the extent of his demands, 6 months in 
the last 10 years. 


In view of those facts, don’t you think you had better look into 
the situation again? 

Mr. McCormick. We are taking a new look at it, and I have been 
working with Mr. Fowler on this question. He is opening it up for 
discussion immediately. He is aware of the fact that what we asked 
for in agriculture has been granted, but. beyond that there has been 
none granted. 

Mr. Wuirren. Let’s don’t leave the record wrong. What you 
asked for agriculture you got them to produce without saying it is 
for agriculture. 

Mr. McCormick. That is right, because they would take it away 
from us anyway if they wanted to. 

Mr. Wuirren. Yes, and the record shows the foreign-aid programs 
once or twice have been able to take it away, and there was another 
period in which the high price received for certain basic elements 
meant that the chemicals went into other fields other than into fer- 
tilizer so that you have to run the gauntlet of all those needs before 
you have any left for the farmer. 

Mr. McCormick. That is a problem we always face in agriculture. 

Mr. WuirtreNn. Now, certainly I don’t think the American farmer, 
American agriculture, wants anything other than a fair shake in the 
situation, but he is faced with a necessity. Now in this cost of pro- 
duction, none of the farm programs are based on cost of production. 

Like you, I am a farmer. I practiced law for many years and 
farming was kind of a side line and not on a large scale. But as you 
increase production in a neighborhood they compete for the limited 
supply of labor, and you begin to run your labor costs up. 

When you — to compete for the few farm tractors and other 
equipment, you begin to run that up, and when you try to add per- 
centagewise to your ordinary production under those conditions, the 
cost jumps up even higher than your 9 percent. I am saying that the 
Department is the only place they can look to to get in there and scrap 
for equal treatment. If you don’t do it, it can’t be done. If you let 
the OPS and this, that, and the other scare you off or push you off, not 
only are you sooner or later going to run into trouble getting the pro- 
duction, but you are going to run into supplies off the counter, as the 
OPS did in the case of potatoes recently. 

I hope that this whole situation will be reviewed, because otherwise 
American agriculture is just going to be forced to have a norma! 
production with normal expenditures. Otherwise, this constantly 
increasing cost of the things they buy is going to just pull the produc- 
tion down. 

Mr. McCormack. I would like to call your attention also to the 
fact that we have a similar problem to the nitrogen fertilizer on phos- 
phates, and that problem is at this time more serious than it is in 
nitrogen, due to the shortage of sulfur and the demands for export, as 
well as our demands on our home front. 

Mr. Wairren. A number of years ago I was on the committee 
handling Government corporations and had some contact with the 
phosphate picture. I did have occasion to get into this other field in 
recent weeks, which caused a good deal of checking on the situation, 
but you can’t keep up with all these matters. 
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Mr. McCormack. I would appreciate it if you did check into the 
phosphate situation. 

Mr. Wurrten. I will be glad to try to do so. 

Mr. Hitx. I might say for the record that as of this morning a 
committee member who sits in the discussions with the NPA pecple 
reported to us for the first time an improvement in the position of 
sulfur. That is the first time we have heard any indication of an 
improvement in the sulfur situation for the last 18 months; so it 
does look a little better right now as a possibility. 


MATERIALS REQUIREMENTS 


Mr. Wuitrren. You have listed here requirements and allocations, 
materials, and facilities. In checking through that where you itemize 
the number of matters that you handle or have handled for the past 
vear, | wonder why the big jump in the petitions for relief from 
hardship received under DFO-4. I believe that is crawler tractors 
and construction machinery. 

What is the way you handle that matter now? Do you just ask 
them and hope they will be nice to you or have you got any sfineiitins 
authority yourself? 

Mr. McCormick. That is one of the particular machines in which 
we are in short supply, and as the supply has got shorter we have 
had to further and further request-——— 

Mr. Warrren. Is that because the military have taken the out- 
put or other reasons? 

Mr. McCormick. A combination. The military takes a large 
number of crawler tractors and at the same time there has been a 
tremendous demand for crawler tractors for industrial use, particu- 
larly in regard to building plants and that type of work. 

Mr. Hitz. There is one reason for the difference in the figures 
there. 1953 at the present time includes small and large crawler 
type tractors, whereas last year, the biggest portion was on the larger 
type. 

Mr. Wuirten. Some little bit ago I had the problem up with the 
Department, trying to get some help on that kind of thing, and they 
said they were trying to get the steel, trying to get the tractor people 
to give attention to it, but if he could buy a tractor, just fine. That 
was the problem. He couldn’t find it. 

What do you do with 12,000 applications? Do you have something 
like the answer given to me—fine, just buy it. Or have you any 
units assigned to the Department of Agriculture and they in turn 
prorate them out, or what does this mean? 

Mr. Bracu. That 12,000 is the estimated total number of cases, 
total number of tractors for which priority certificates will be granted 
by NPA. It does not represent the total number of applications that 
will be made. The applications are made first at the county level to 
the county committee. They screen them. Those that are screened 
out never go beyond that committee. Those not screened out go on 
up to the State committee, and they screen them. Then they come 
into Washington and are reviewed here, and those would amount: to 
approximately 12,000 applications. Then our own Office of Materials 
and Facilities goes before NPA and gets a ruling on each one of those 
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tractors, then advises the State, the State advises the county, and 
they advise the farmer. NPA also advises the farmer directly. 

Mr. Wuirren. You don’t get any allocation, you don’t send it 
back to the man as an allocation? 

Mr. Beacu. Yes; it is an individual application, and the approval 
would go back to that individual, through the State-county route, bac) 
to the farmer. 

Mr. Wurrren. How long has that been set up? 

Mr. Beacu. It began late in the last calendar year. I think it 
started in the late fall of the calendar year 1951. 

Mr. Wurrren. What business do you have in connection with wire, 
barbed wire and other wire, which has been in short supply a con- 
siderable part of the time? 

Mr. Breacu. Obtaining an adequate supply of all of the machinery, 
equipment, fencing, nails, baling twine, bale ties, and any materials 
or equipment used on farms is part of the work of the Office of Mate- 
rials and Facilities. PMA is the claimant agency for supply of 
materials necessary for farmers. 

Mr. Wuirren. Now when you go in there and present the claims or 
needs of American agriculture to DPA and they receive an allotment 
of materials to manufacture that commodity, what happens to it? 
Do you make some effort to see that it gets into the hands of agriculture. 

Mr. Bracu. So far we have not gotten into rationing or the actual 
determination of who gets what. 

Mr. Wuirren. Was it rationing in the case of the crawler tractors? 

Mr. Breacu. Yes, in a sense, in the case of crawler tractors. In the 
ease of building construction permits under the CMP allocations 
there is an individual application involved which goes back to the 
individual who requested the permit, but that is simply permission 
to build something and get steel for the building. He doesn’t get 
any steel. He gets a permit go get it. 

he same thing would apply to the other materials. It is a question 
of getting NPA to make available to manufacturers enough maerials. 

Mr. Wuairren. If you are not going to follow the material back to 
the man whose need was used to build up your need, if you are not 
going to do that, don’t you need a percentage of leeway for that which 
may not work its way back to the man who needed it and whose need 
you used to get it? 

Mr. McCormick. In relation to wire, I would like to say at first 
we made the claim before the NPA in regard to the amount of stee! 
needed to make the wire. Then when that steel was granted, it was 
our procedure to follow through and see that the industry used that 
steel for wire and not something else that might be more profitable. 

We had that problem a year ago. Along with that came maldistri- 
bution and we acted as a clearing house in some instances where there 
was more than was needed in some areas and the supply was com- 
pletely exhausted in other areas. 

Mr. Wuirren. You have handled that by telephone or letter, 

ing the distributors to try to meet shortage areas? 

Mr. McCormick. That is right. 

Mr. Wuirtren. That basically is the way you handle all these 
matters with the exception of the crawler tractors? 

Mr. McCormick. That is right. 
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Mr. Hixt. Might I add something on this crawler tractor thing, Mr. 
Chairman? 

Mr. Wuirtren. Yes. 

Mr. Hitz, When you use the word “ration,” it is not rationing. 
That tractor is not rationed to the farmer, but when the farmer does 
receive the certificate, he still must look for his tractor. I don’t 
want to leave a misconception there. He still must find his tractor. 
He can get it from Jones or Brown or he can get it from Allis-Chalmers 
or he can get some other tractor. It isn’t rationing. 

Mr. Wuirren. Can they sell those tractors they have to somebody 
without one of the orders? 

Mr. Breacu. That is the control. The farmer has to have a eertifi- 
cate to get priority in obtaining the tractor. 

Mr. Hiuu. They can sell one to anyone, but the certificate gives 
the holder priority. 

Mr. McCormick. A crawler tractor in certain agricultural areas 
does become very important, because that is the only tractor used in 
some of our production. 


LEGAL MINIMUMS FOR CEILING PRICES 


Mr. Wuairren. This work you do in connection with the OPS 
ceiling prices which must be based on certain factors or formulas, do 
you feel that work is required to protect yourself from the rulings that 
they might otherwise make or is that a case of their making a demand 
on you to do their work? 

Mr. Beacu. No, sir. The law provides that the Department of 
Agriculture determines the legal minimums for ceiling prices. In 
other words, OPS does not set the ceiling below a certain limit... We 
have determined, and have responsibility under the law for determin- 
ing, those legal minimums. OPS can set the ceiling. 

Mtr. Wuirten. Aren’t those legal minimums tied rather closely to 
the parity formula, which you already do? 

Mr. Beacu. Yes, for most Commodities. 

Mr. WuirteN. All you have to do is call Mr. Wells and say, ‘Send 
it over.” 

Mr. Bracu. Generally speaking, you are correct in that the prices 
are tied to the parity formula. In addition, however, the law provides 
for the application of several other standards, all of which have to be 
checked for each commodity to see which applies in determining the 
legal minimum price. Also, there are location, grade, and other 
differentials that must be calculated in determining legal minimums 
for areas in addition to the calculations made in determining parity 
prices. 

Mr. McCormick. For example, we had a change in freight rates 
which changed the whole situation. 

Mr. Wuirten. You don’t try to keep up with changes in freight 
rates, do you? 

Mr. McCormick. We were forced to in some instances. 

Mr. Warrren. I neticed where they have had 11 freight rate in- 
creases since World War II, in one of the papers. It means lots of 
work there. 

What allocation and export control functions do you exercise under 
your defense-production activities? 
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Mr. Beacu. We have the following allocations at the present time. 
These are export controls: Cotton linters, sugar, inedible molasses, 
medicinal castor oil are under open-end export control. Under quan- 
titative export control is tung oil and then we have other kinds of 
castor oil under different forms of export controls, and in one case we 
have end-use control on what they call sulfonated castor oil. Then 
we have a set-aside order on the 1952 pack of canned fruits and vege- 
tables, which will probably be extended. That was to enable the 
military to obtain supplies of fruits and vegetables that they needed. 

We have import controls on a number of different commodities- 
butter and butter oil, casein, cheese, nonfat dried milk solids, peanuts, 
peanut oil, flax seed, and linseed oil and rice. In general, the com- 
modities except casein and cheese are completely embargoed, not 
allowed to be imported, but casein and cheese are giving us the largest 
part of our load on import controls because it is necessary to determine 
how much is to be allowed to come in. 

Mr. Wuirren. I dare say there are good reasons for all those, but 
what is the national defense element in all that? 

Mr. Bracu. Those are responsibilities placed upon us under the 
Defense Production Act of 1950 that we would not have otherwise. 

Mr. Wuirten. Is there a similar group that has been handling 
similar matters that could handle this? 

Mr. Beacu. You will recall our system of fund control is such that 
the time of an individual working on a particular job is charged to that 
particular job, and he is not allowed to use funds foe any activity other 
than that for which those funds were made available. We are very 
strict in controlling the use of defense funds to see that they are used 
only for functions that would not have been performed were there no 
Defense Production Act. Any job that would be done ordinarily 
under our regular funds, such as determining the basic supply and 
utilization of price-support commodities is charged to the regular how 
In that case it would be CCC. But if we have to take steps beyond 
our regular work because of a provision in the Defense Production Act, 
we charge that to the defense funds and that only. 

There are a number of other controls, and I can complete the list if 
you like. 

Mr. Bracu. I can submit it for the record. 

Mr. Wuirtren. Yes; submit it for the record. 

(The information requested is as follows:) 


Listinc or ALLOCATION CONTROLS 


1. Allocations under section 101 of Defense Production Act: 
Under open-end export control: 
Cotton linters 
Sugar 
Inedible molasses 
Medicinal castor oil 
Under quantitative export control: Tung oil 
Under quantitative export control and domestic inventory and end-use contro!: 
Commercial and sulphonated castor oil 
Under domestic set-aside order: 1952 pack canned fruits and vegetables 
2. Import controls under section 104: 
Butter, embargoed 
Butter oil, embargoed 
Casein, global quota (base July 1950-June 1951) 
Cheese, quotas by country and by type (based 1948, 1949, and 1950 average 
imports) 








Nonfat dry milk solids, embargoed 
Peanuts, embargoed 

Peanut oil, embargoed 

Flaxseed ! and linseed oil, embargoed 
Rice,? embargoed 


ALLOCATION ORDERS CURRENTLY IN Errect on Foop COMMODITIES 


Cotton linters: Under open-end export allocation,’ no restrictions on do- 
mestie use. 

Sugar: Under open-end export allocations;> individual export license requests 
in ewcess of 1,000 tons screened by Agriculture prior to approval; no restrictions 
on domestic use. 

Inedible molasses: Under open-end export allocation; individual license re- 
quests in excess of 1,000,000 gallons screened by Agriculture prior to approval;. 
no restrictions on domestic use. 

Canned fruits and vegetables: 1952 pack under allocation; allocation order 
supplemented by set-aside to facilitate procurement of United States military 
requirements; no restrictions on domestic use and exports. 

Industrial oils: 

Tung oil: World export quota of 90,000 pounds in effect for second quarter’ 
1952; no restrictions on domestic use. 

Medicinal castor oil: Under open-end export allocation; domestic use of 
crude castor oil for production of medicinal castor oil limited to 100 percent 
of base period. 

Commercial and sulphonated castor oil: World export quota of 1,000,000 
pounds is in effect for second quarter 1952; domestic inventory control and 
end-use limitation order also in effect. 


Forest SeRvICcE 


Mr. Warrren. Proceediug to the Forest Service, what is the amount 
requested for the Forest Service for this defense work? 
Mr. LovertpGe. $55,000. I have a brief statement, sir, if you: 


wish. 

Mr. Wurrtren. We would be glad to have it. 

Mr. Lovertper. The Forest Service is doing two main lines of 
work for NPA. First, the NPA in order to discharge its claimant 
agency responsibilities for the lumber and pulp industry calls on the 
Forest Service for special reports. For example, a Nation-wide field 
survey of equipment, supplies and manpower needed by the forest 
industry to maintain stated levels of production. 

The second main line of work done by the Forest Service for NPA 
has to do with the stimulation of industry to increase the production 
of pulp and other forest products. 

The NPA is doing this through tax amortization and loans. And,,. 
as you know, to stimulate production of forest products endangers 
the forest resource if it is done in the wrong place or with the wrong 
species. Consequently the NPA called on the Forest Service to in- 
vestigate and report on applications for tax amortization and loans 

So far there have been 361 applications involving a total dollar 
volume of $1,629 million, of which for pulp facilities the totah has: 
been $1,162 million, for paper $149 million, for rayon $237 million, 
Sa +g $30 million, lumber and other forest products about $50 
million. 


i Flaxseed screenings, scalpings, chaff, or scouring imports must be licensed but no quantitative limits on 
ports. 

? Rice starch imports permitted under quota—brewer's rice imports must be licensed but no quantitative 
limits on imports. 

? An “open-end” allocation is an order which does not place specific limits on the quantity which may 
be exported, but provides for the licensing of all exports. This control permits close examination of all 
exports before they occur ,and prompt institution of more stringent controls.if they become necessary. 
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The planned new production called for by these applications would 

have totaled 7 million tons of pulp, an increase over 1950 of about 
48 percent, and plywood of more than a billion square feet, an increase 
of 50 percent over 1950. The applications actually certified amounted 
re 4,151,000 tons for pulpwood, and for plywood 760 million square 
eet. 

An illustration of the, impact of the expansion of timber resources 
in the 12 Southern Statés where the expansion is greatest is indicated 
as follows. In 1950 the ex*ess of pine timber drain over growth was 
about 3 million cords. The new pulpwood requirements already ‘cer- 
tified amount to about 3 million cords. The pulpwood requirements 
still pending in DPA amounted to 2 million additional cords. In 
total that amounts to a possible excess of pine timber drain over 
growth of about 8 million cords in this one section of the country. 

This prospect is very serious. It explains: 

(a) The importance of the Forest Service examining local areas to 
guard against installation of excess capacity. 

(6) The need to keep new wood requirements in line with the amount 
of and species of timber available. For example, in the South, we 
have had an influence in getting about 35 percent of the planned new 
requirements based on hard woods, which are in long supply, rather 
than on pine. 

(c) The need for special resource studies of the kind to be financed 
by defense funds. Already NPA, industry, and the Forest Service 
have held meetings to discuss ways and means of extending the 
practice of forestry and increasing growth. Other meetings of this 
kind are planned, one for example will be in Atlanta the 10th of next 
month. Most of this work is done incidental to the work of our regular 
personnel. 

The NPA fund is used only to provide for a few experts and office 
help to collect this information, which is gathered by our field people, 
and to interpret it and prepare recommendations for the NPA, to 
determine whether or not the plants can be installed without endanger- 
ing the resource. 

Mr. Wuirtren. In my State, Mr. Loveridge—and I don’t mean to 
get individual here—they are all steamed up because they say your 
group prevented the location of pulp mills in the area because you felt 
the timber ought to continue to be hauled across the State line to 
another State and manufactured there. They were all over me some 
months ago about that. Is that some of what you do? 

Mr. LoverinGe. As I brought out 

Mr. Wairtrten. They said the State had the timber, the mill wanted 
to locate there, and you folks turned thumbs down on the ground that 
the raw material existing in my State ought to continue to be shipped 
to adjoining States and manufacture the pulpwood there. 

Mr. Loveripce. The actual practice, Mr. Chairman, has been just 
the opposite. We have tried to influence the use of local resources 
locally rather than shipping it for long distances and taking it away 
from the local communities. 

Mr. Wuirren. You could not do this with regular people; could 
you? 

. Mr. Loveripce. Mr. Chairman, probably 90 or 95 percent of it is 
being done by regular people. The amount that we are asking for is 
just for a few experts to gather the material. 
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Mr. Wuirren. You mean the Forestry Department has to hire 
experts in dealing with forestry matters? 

Mr. Loveripee. Experts are already available but engaged on other 
duties. 

Mr. Wurrren. I thought the Forestry Service had the experts and 
now you say you have to hire experts. 

Mr. LoveripGe. Additional experts for this special work. 

Mr. Wuitten. How many do vou have of that nature? 

Mr. Loveripce. This calls for 9.8 man-years of employment in the 
$55,000 requested. Most of it is for personal services. The average 
salary is around $5,000 per man-vear. 

Mr. Wairren. Do you think that we should grade you on this 361 
applications for tax amortization? Should we grade you on how many 
approved, or how many you turned down? 

Mr. Loveripce. The tough ones are the ones that we have to turn 
down, of course. 

Mr. Wairren. How many did you approve and how many did 
you turn down? 

Mr. Loveringe. For pulp the total applications was for 7,210,000 
tons, Mr Chairman, and DPA has approved 4,151,000 tons to date. 

Plywood applications totaled 1.3 billion square feet and DPA has 
approved just about half of that amount. Lumber was not a big 
figure: 506,000,000 board feet and only 110,000,000 feet approved. 

Mr. Wuitten. So there is one section of the Department of Agri- 
culture that has been approving tax amortizations? 

Mr. LoveripGe. The Forest Service has been advising the NPA on 
forest-industry cases. 

Mr. Wuirtten. I wish you would list in the record the total number 
of such certificates that have been requested, the total number issued, 
and the amount of money involved. 

Mr. LoveripGe. Yes, sir. 

Mr. Bracu. Production and Marketing Admiistration has also. 

Mr. Wuitren. You might make that list also for us. 

(The information requested is as follows: ) 

The Forest Service has to date investigated the timber aspects of 361 planned 
expansions of forest-industry facilities. 

According to published releases of DPA, the following proposed expansions 
representing direct new wood requirements have been certified for tax amortization: 


Number of 


: Jollar ve 
expansions Dollar value 





| Millions 
ee a Ras Ie N: peu f 5 674. 
Plywood... ‘ OF SRES RA nea ee par : ; 9 8! 
Lumber and other , My it 9. 





Other forest industry expansions based on wastepaper or purchased pulp 
no direet new wood requirements) that have been approved by DPA, number 43 
valued at $81 million. 

A total of 147 planned expansions valued at $560 million were denied by DPA. 
Sixty-six cases valued at $286 million are still pending. 
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Tax amortization certificates and sec. 302 loans handled by the Production ani 
Marketing Administration under the Defense Production Act 


TAX AMORTIZATION CERTIFICATES AS OF JUNE 20, 1952 





Number Value 








811 
265 | 74, 417, 000 
461 | 194, 353, 000 

16, 955, 00) 
12, 421, 000 











Applications 


Re ORES ES MEN Ss, Ree ES OES Mee” SET ee a 72 | 1$52,817, 008 
NN TEES CELE IR Sl ET a ase 4]/° 12,760,000 
a aS Lae EMS AT a AT REN pS) Sor eee 43 23, 432, 000 
a nn ons renin e Ac awnesan naan 14 24, 743, 000 
a se Ba, cunt ddan dia taanble vabcoieindion ll 1, 792, 000 








! Applicants applied for 2 loans totaling $625,000; USDA recommended approval of $535,000—a difference of 
$90,000 which accounts for difference. 


Mr. Wauirren. Plus any vou are doing for the farmer. 


Foreicn AGRICULTURAL RELATIONS 


Turning now to foreign agricultural relations, how much money is 


requested and wherein does the work differ from that regularly done 
by this agency? , 


Mr. Haacerry. We are asking $90,000 as compared to $108,000 a 
vear ago because of the fact that much of the work we are doing for 
defense mobilization is well enough under way we feel that we can 
cut back. 

As you know, the Office of Foreign Agricultural Relations supplies 
information on foreign agricultural conditions that impinge on Ameri- 
can agriculture. In this particular setting, we supply foreign agri- 
cultural information which has to be taken into account in the whole 
program of defense mobilization, which is in many respects an inter- 
national program. 

Our work ties in primarily in the field of allocation and distribution 
of scarce commodities, and for convenience we have split it down into 
three items. The first one is what we call commodity analysis which 
is 51,600 and has to do with commodities which by and large we have 
to get from other sources. 

Our commodity experts are called upon in connection with defense 
mobilization oftentimes to use information which is already available 
to us in the office which, as you know, we get in regular reports from 
agricultural attachés in foreign countries. Insomeinstances, it calls for 
special reports and the sending out of special information and instruc- 
tions to supplement the information we normally get. In still other 
instances it may require having snecial investigations made abroad. 
All of that information whethe> it is normally with us or obtained on 
special request requires a special type of analysis for defense mobiliza 
tion, which we otherwise might not be called unon to do. 

Mr. Wuirren. Do you not think though, Mr. Haggerty, that the 
very national defense sitvation throughout the world has changed the 
other picture to where for each of these jobs for which you have 
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special work to do, there is another job that normally would be done 


Mr. Haaeerrty. I would say, Mr. Chairman, if we got into a war, 
circumstances would require a It of work to be put aside and we would 
have to concentrate a lot of our effort on defense questions. But as 
I see it, we are not in that kind of a situation, and we are trying to 
prepare for such a situation if it should happen, hoping at the same 
time that it will not. 

Accordingly, what we are called upon to do is to-pull together for 
this special purpose the information available to us and what addi- 
tional we can get. I might say it calls for the very highest type of 
talent we have gotintheshop. It means we call on our top commodity 
men and it is a job that requires analysis and study and the exercise 
of very mature judgment. 

Mr. Wuirren. It is so easy when you get funds from two different 
sources to use them as sources of money as against just having a job 
todo. Lama little skeptical when we begin to have two lines of work 
in the same field; it is pretty hard to separate the title of the people and 
the vocation of the people and the type of report except where there 
may be just a little difference in the figures in it, or the subject matter. 
That is true not only there but it is true in regard to these other mat- 
ters that have been before us in this presentation. 

Mr. Hageerty. I will try to illustrate that point just drawing one 
out of the hat here. 

Take the question of fertilizer. We do, in the normal course of 
events, get reports from various countries in the world through the 
agricultural attachés on what is the fertilizer situation in country 
X, how much do they use and how much do they produce, and so on. 

Those reports are of some interest to the fertilizer industry and I 
have no doubt as they get published they get read, but here comes to 
the front the defense mobilization situation and fertilizer becomes a 
critical supply commodity. This department, along with other agen- 
cies, is called upon to go in and do battle for shares of the limited 
fertilizer supply. Unless we have in our own department information 
on the basis of which we can say how much fertilizer should go to coun- 
try X to maintain the production that we feel they should produce, 
we ms in a very weak position to judge what their asking position 
may be. 

To develop that kind of judgment and maintain that kind of posi- 
tion we have to reanalyze and sometimes have to ask additional 
information in order to do the job. It is the same with machinery. 

1 remember about 4 or 5 years ago when the ECE organization in 
Europe was first set up to take advantage of the Marshall plan they 
had a fantastic position developed on the number of tractors and 
especially big tractors, crawler tractors needed. We had a man in 
the office who happened to know something about machinery, happened 
to know something about Europe, and just by taking that problem 
and working on it he was able to reduce the asking position about 50 
percent. 

| think if we really get into a defense situation—— 

Mr. Wuirren. With a man like that in your office I wonder if you: 
should not use him for this and let him kind of neglect the other things. 
he might have been dealingjwith. 
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I am not questioning the information. 
your regular agency should not handle it. 

Mr. Hageerry. You are also chairman of our Appropriations Sub- 
committee. You know what the budget situation is. We are spread 
pretty thin as it is. 

I think it was expalined in the Appropriation Committee hearings 
on the regular budget that we have some extremely important spots 
we have not got covered and one of those is the Far East, an area 
where we are trying to carry on a holding operation to stop com- 
munism, and*in that area—— 

Mr. Warrren. I do not know—when it comes to the matter of 
appropriation as to what any agency needs, it is a matter of opinion 
and frequently we cannot know enough about it to be sure that we 
are right with regard to any of them but I still wonder if this is not 
carrying on one activity with funds from two different sources. That 
is true not only here but it is true in nearly every section that comes 
before this committee. 

Mr. Haaerrry. | will not deny that there is an element of truth 
in that situation but there is this difference, that for normal purposes 
we can take the cut and live with it, but when it comes to defense, 
which presents a critical emergency situation it is like trying to cover 
a 7-foot man with a 5-foot blanket. If you are going to pull up to 
cover this defense situation you have got to uncover some place else. 

Mr. Wurrren. Proceeding then to BAE I notice Mr. Wells needs a 
little more money in his shop. I would like to know wherein that 
differs from what he already does. 


BurREAU OF AGRICULTURAL ECONOMICS 


Mr. We tuts. Mr. Chairman, this estimate includes $135,000 for the 
Bureau which is $35,000 more defense funds than we are spending 
this year. First of all, let me say exactly what I said to you people 
last year, that the Bureau of Agricultural Economics is going to do 
the best defense job it can on its regular funds and the question here 
is not the type of work we do but how much of the work we do. 

We are asking this year and would like to have at least $75,000 for 
farm labor and if the other two items could be run for less, I would 
put more into farm labor. My own feeling is that farm labor is one 
of the crucial and tight spots in the country and the Bureau of Agricul- 
tural Economics does try to carry on some res earch and statistical 
work to back up the Secretary’s office and the Production and Mar ket- 
ing Administration—I was ‘making the point that the $135,000 is 
divided into three sections: First, $75,000 for supplementary farm- 
labor work. Part of our function is to back up the Secretary’s office 
and the Production and Marketing Administration, and so far as we 
have the funds and time to cooperate with the Department of Labor 
in its agricultural-labor function. 

We have been trying to carry on over the last several years from 
our own funds, supplemented by these defense funds, some studies 
with the State agricultural colleges of the basic farm-labor situation 
in selected communities. For example, in the spring of 1951 when the 
defense situation had been going on about a year we carried forward 
a study of labor in southern Wisconsin in mixed dairy farms. It is 
interesting to note that at that time we found 8 percent of the farms 
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had lost labor which they were unable to replace. We have just 
completed this spring, 2 years after the defense strain started, a study 
of some dairy farms in Connecticut. We find there that-on 28 percent 
of the dairy farms they have lost labor during the last 2 years which 
they have been unable to replace. 

On half of that 28 percent the fellow has given up and quit looking 
for the replacement and on the other half they are still looking for 
replacement. 

Mr. Warrren. That is all mighty interesting but now what of it? 
When you find it out—is General Hershey and the draft boards going 
to pay attention to you? If you find out farm costs are way up 
there—Mr. McCormick has already found out it is 9 percent up and 
he is not domg anything about it. Is anybody gomg to take your 
figures and use them to say that incentives are needed to get this 
production? 

It will be of interest to anybody who wants that kind of thing but 
what are you going to do about it? Has anybody promised to do 
anything about it when you get it? 

Mr. Wetts. You are putting a tough question to me but the point 
is the Secretary’s office and the Production and Marketing Adminis- 
tration, and the Department of Labor do usually use these figures and 
I think the farm-labor situation is going to get tougher. 

Mr. Wurrren. What do they use it for? 

Mr. Wetus. To argue about selective-service policies, to raise the 
question of whether we need to bring in labor from Mexico, for 
seasonal purposes, and if the farm labor situation gets tougher some 
more stringent measures may have to be developed. 

What I am trying to say is we try to carry forward in conjunction 
with the State experiment stations a few selective studies to get some 
direct and local feel of what this labor situation is. We are trying to 
strengthen our labor statistics and we have been trying to work with 
the Department of Labor in developing a fast technique of going into 
places of small villages and towns where there may be seasonal labor 
available, trying to find out what labor is available or will be available 
later in the season. I held out this year until the month of June, for 
example, $10,000 to carry forward in conjunction with the Farm 
Placement Service, the Department of Labor, a series of sample studies 
to see if we could do it with speed and in such a way as to be useful to 
the Farm Placement Service. If we get the funds in this estimate, I 
will hold out some of them next year until we reach this critical place. 

I am trying to be perfectly honest with you in saying that we are 
going to do what we can on farm labor on our regular funds and this 
supplements and lets us do special studies and we have to depend in 
the end on other people to take the action. We are not a policy agency. 

Now in addition to the $75,000 for farm labor—and the point I 
wanted to leave in your mind there is that that is the minimum—if 
we can do the other two functionsf or less I will be inclined to put more 
in farm labor. We have a $22,000 item for what we call productive 
capacity studies. We have used practically our entire production 
economic staff this year for the general study of productive capacity. 
We would like to have again during the coming fiscal year some addi- 
tional funds to use in cooperation with the State colleges for work in 
various special places where we need to know more about what is 
needed in order to maintain agricultural production. For example, 
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hay harvesting may not sound very inspiring but we have been askec 
by a number of people to try to estimate how much hay is harvested 
in the United States, by what method it is harvested, how much it 
means in the way of baling wire and twine, and things of that kind. 

The $22,000 again is simply to help us‘ splice out the data we have 
in order to make it more useful. 

Finally there is a $38,000 item, slightly less than we had last year. 
for special estimates in the crop and livestock field, particularly on 
farm prices. 

Each of our State agricultural statisticians, and we have 41 State 
and field offizes, serves on the State mobilization board. The man’s 
time is contributed from our regular funds, and we have made last 
year, to the extent the Mobilization Committee asked for special 
tabulations in connection with production goals of farmers or other 
work, special tabulations in the State statistician’s office. That 
work took clerical time, and we charged that time to this appropria- 
tion. The same thing is true in the Washington office, where both the 
Statistical Service Unit under “Economic investigation” and the Price 
Unit under “Crop and livestock estimates’? work with the Production 
and Marketing Administration and provide price and other data for 
various purposes. 

Part of this falls under ‘Economic investigation’ and part under 
“Crops and livestock estimates.” 

We have recently cut out some 35 or 40 reports on minor items 
and have slowed down certain schedules of reports in the crop and 
livestock estimate field because we have a very closely scheduled 
operation there and we are finding it difficult to cover all of the field. 
These things must be done to maintain as nearly as possible our 
regular crop and livestock load. 

I think that is all I have to say. 

Thank you. 

Mr. Wurrrey. Thank you, sir. 


OFFICE OF THE SOLICITOR 


Mr. Buttock. I am Carl Bullock, Chief of the General Regulatory 
Division, Office of the Solicitor. 

Mr. Wuirtten. What division is that? 

Mr. Buttock. General Regulatory Division. My division handle; 
some 25 different regulatory statutes. The Office of the Solicitor is 
asking for $35,000 for the coming year. This represents six average 
annual positions, three attorneys and three secretaries. 

The office performs all the legal work required in connection with 
the Defense Production Activities of the Department. There is » 
considerable volume of that work and the work is quite varied in 
nature. 

Mr. Wuitren. How much of it is legal? 

Mr. Buttock. Our office performs only legal services. There is 
a considerable amount of such services required under the Defense 
Production Act. First of all, we prepare allocation orders and sub- 
orders. Moreover it is necessary to interpret the act and the Execu- 
tive orders and the various departmental regulations in their applica- 
tion to particular factual situations. 
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Then the office performs services in connection with formulating 
and implementing projects for procurement of agricultural com- 
modities such as Kenaf, castor beans, long-staple cotton and other 
commodities under section 303 of the act. We collaborate with the 
attorneys of other agencies in drafting multiple agency programs. 

Mr. Wuirrten. Is that when you go over to the OPS and let them 
talk you out of your position? 

Mr. Butuock. I have had no such experience. I am thinking of 
agreements such as the one we have negotiated with NPA indicating 
the cut-off point for various commodities that have industrial use. 

It is questionable under the act and the Executive orders just where 
the authority of Agriculture stops and the authority of NPA starts 
with reference to some commodities that are not strictly food com- 
modities but are included within the definition of food under Executive 
Order 10161. 

Mr. Wuirren. How many folks are you asking for? 

Mr. Buttock. We are asking for three attorneys and three secre- 
taries. There are lots of other functions we perform in connection 
with this activity. 

Mr. Warrren. You might dist those in the record. 

(The information requested is as follows:) 


ADDITIONAL DEFENSE FUNCTIONS PERFORMED BY THE OFFICE OF THE SOLICITOR 


The review of documents and the rendering of legal advice relating to applica- 
tions for loans for expansion of facilities under the act. 

Liaison activities with the Attorney General and Chairman of the Federal 
Trade Commission with reference to matters relating to monopoly or the possible 
elimination of free competition. 

The review of dockets and the rendering of legal advice in connection with 
applications with respect to food facilities for accelerated tax amortization under 
section 124A of the Internal Revenue Code, as amended. 

Drafting regulations, procedures, memoranda of understanding and delega- 
tions of authority as they relate to both intra and inter agency activities. 

Examination and approval as to legal sufficiency of adjustments for location, 
grade, and seasonal factors in the establishment of legal minimum prices for 
agricultural commodities. 

Review of investigation reports and taking of other legal action required in 
connection with the enforcement of allocation orders. 

Acting as counsel for interagency and industry advisory committees. 

Preparation of contracts, and handling of other legal problems arising out of 
the procurement, storaze, and sales of commodities acquired for resale for indus- 
trial uses or for stock-piling purposes. 


OrFicE oF INFORMATION 


Mr. Wuitren. Turning now to the Office of Information; Mr. 
Webster, we would like to know what extra functions you do and 
what amount of money is involved here. 

Mr. Wesstrer. Mr. Chairman, we are asking for $50,000, a decrease 
of $8,000 from this year. Of this, $33,000 is for staff; the remainder 
is for materials. We are asking for 5 man-years, a decrease of 1 
from this year. What we are doing is primarily in support of the 
production-goals program. Secondarily, we handle a good deal of 
information on materials and facilities and we do some editorial service 
for the Office of the Secretary in relation to the mobilization com- 
mittees. I think we can say that we are doing with this money what 
we could not do without these funds. 





276 






I have one very good example of that. When we got into the goals 

program this spring we reviewed our publications, As Mr, MecCor- 
mick said, corn is one of the important crops. We found that the 
principal publication we had on corn was a farmer’s bulletin that 
was about 15 years old. We felt that that was too old a publication 
to be using and so we asked the appropriate research bureau to review 
and revise that bulletin so that it would be up to date. 

We wanted to get it out early in the spring. We were told that ii 
would take until next fall or next winter to do it; that they did not have 
the people or the facility to do it; so we put a man on the job of 
gathering the Department’s most up-to-date corn information an 
produced a very small leaflet. Whereas the original one had 26 
pages this was produced in 8 pages. 

It not only included the Department’s most recent information 
but also a good deal of that from State experiment stations. 

Mr. Wurrren. Mr. Webster, you have done a mighty good job in 
the regular work of the Department but if, in view of Mr. McCormick's 
presentation here that the Department does not see any particular 
need to handle this segment of the population on the same basis as 
other defense activities and if we quit giving them the money to go 
around and persuade the folks to overproduce and build up surpluses 
at their own expense, if the committee in this case and: Congress 
should take that attitude, this could be eliminated then, could it not?’ 

Mr. Wessrer. I would have to say this is related very largely to the 
defense program. If you say there is no defense program in the 
Department of Agriculture 

Mr. Wuarrren. The law provides that it be handled just like others; 
that is, if you want extra production under the law you can provide 
for securing it by using the law; in one case it is tax amortization and 
firm contracts for the production and even loans. 

It provides in agriculture that you can raise the support price if 
you want to produce more than a normal crop. That has never been 
used by the Department and it is my information the Department has 
never recommended the use of that law. Rather than do that in 
this instance they are using you to print bulletins and using the 
PMA committee to go around and persuade them to do it even though 
it may bankrupt the fellow. 

Now if you wanted to reverse the thing and handle agriculture as 
you handled the rest of them then there would be no need of printing 
all these bulletins. 

Mr. Wesster. I think Mr. Chairman, even if vou did raise the 
support price that a good many farmers 

Mr. Wurrren. The other answer is, don’t ask them to overproduce 
and build up surpluses and do not ask them to provide commodities 
to the extent that you sell about 40 percent below the price which 
we do under the International Wheat Agreement and several other 
places. 

In other words, I am not talking about that which is absolutely 
national defense, but even there with regard to other things that are 
absolutely national defense you give firm contracts, you give tax 
amortization, you give firm salaries and wages and the law provides 
to treat agriculture the same way but it has never been used and never 
been recommended by the Department. 

Mr. Wesster. That is a policy question that I do not settle. 
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My second point on that, Mr. Chairman, even if you did raise the 
support price, I think the farmers are going to want to know all the 
good ways to raise more bushels or bicloe, or whatever it may be to 
get the highest support price. 

Mr. Wuirten. I do, too. It would be pretty hard to say you had 
to have special bulletins as against what you already have. It does 
leave the question—you and your group, if you need to have two 
sources of funds you would probably come nearer proving your case 
than many others due to the increased cost of printing and other things 
that you have to contend with. 

I say that having sat on the committee dealing with your committee 
all along. If you have got a special task to do in connection with 
national defense I am sure your regular funds will be tight enough that 
you would have trouble finding ways to do it. 

Mr. Wesster. We certainly feel everything we are doing under 
these funds are things that we could not do otherwise. We feel that 
we have done a rather prudent job of getting quite a bit for the money 
we have spent and that, of course, we will do the same thing in the 
coming year. 

Mr. Wuirren. Thank you, Mr. Webster. 


OFFICE OF THE SECRETARY 


Mr. Wuirren. Passing to the Office of the Secretary, Mr. Mc- 
Cormick, is this to give a man to study this law under which this 
increased production is to be had and be familiar with it so you can 
bring him down here next time? 

Mr. McCormick. That is a good suggestion. We have one man 
and two girls who spend their entire time working with the State 
agriculture mobilization committees getting reports from them and 
taking it to them. 

The other part would be that this National Mobilization Committee 
would act as an advisory committee or in an advisory capacity, pay 
them for their time and expenses plus a specialist or consultant 
that we have brought in from time to time on special problems. 

We had a man that worked for quite some time on fertilizer. We 
had another working for some time on machinery. As these problems 
come up we need someone to spend their time, entire time, who is 
familiar with that particular problem, and that is the reason for that 
fund. 

Mr. Wuirren. I believe that concludes my questions. 

Mr. Fogarty? 

Mr. Focarry. No questions. 

Mr. Wurrren. Mr. Ford? 


SOURCE OF DEFENSE FUNDS 


Mr. Forp. Mr. McCormick, I would like to get straightened out 
on your appropriation for fiscal year, 1952: Were you granted $1,500,- 
000 by the Congress for the current fiscal year and then you had trans- 
ferred from other sources $2,025,000 out of funds that had been appro- 
priated for the regular operations of the Department of Agriculture? 
: Mr. McCormick. The budget man can answer that better than 

can. 
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Mr. Beacu. The funds transferred were not appropriated funds. 
They were funds collected in the course of the agricultural supply 
pene but they were available for salaries and expenses under the 
aw. They were the only funds available for salaries and expenses 
that we could use, and we did so use them. 

Mr. Wuee ter. That transfer was made under authority of section 
1312 of the Supplemental Appropriation Act which authorized the 
Department to transfer to any defense activity under its jurisdiction, 
funds or personnel available for salaries and expenses of the depart- 
ment. 

Mr. McCormick. There are no funds available in that for this year. 
We could not repeat that same trarisfer. 

Mr. Forp. That was the next question I was coming to. In other 
words, you are requesting $3 million for the coming fiscal vear and 
there will be no opportunity as was the case in fiscal vear 1952, for 
supplementation over and above what Congress has approved for the 
agency? 

Mr. McCormick. Unless the limitation on section 32 funds was 
removed; then we could use those funds. 

Mr. Forp. Am I correct that the original budget request for the 


Department of Agriculture for the defense programs was $5,100,000 
for fiscal 1952? 


Mr. McCormick. That is correct. 


Mr. Forp. And the Congress in its wisdom or laek of it only 
appropriated $1,500,000; is that correct? 

Mr. McCormick. That is correct. 

Mr. Forp. That was the reason why you went into this other source 
for the $2,025,000? 


Mr. McCormick. The Appropriation Act also gave us the authority 
to make such a transfer. 
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EFFECT OF REDUCTION IN BUDGET REQUEST 


Mr. Forp. In reference to PMA as I check the figures in fiscal year 
1951, the agency had $4,243,200; the budget request for fiscal vear 1952 
for defense activities was $4,150,000, and that vou are planning to 
expend in fiscal year 1952, $3,075,000. What has been the over-all 
effect of the reduction between what vou requested and what vou have 
received? 

Mr. Beacu. 1951 or 1952? 

Mr. Forp. 1952. 

Mr. Bzracu. We transferred from the supply fund $407,000 more 
than actually used. We, of our own volition during the fiscal year 
1952, because of the trend in our workload, reduced our requirements 
by $407,000 and are returning to that supply fund $407,000. 

The figure for 1951 is considerably higher because in that year we 
did not obtain a separate appropriation for the goals work at the 
county and State level but the funds therefor were obtained from 
funds appropriated to the President. We actually used 267 man- 
years in the fiscal year 1951 which would be comparable to 467 in 
1952, and an estimate of 372 for the year 1953. The point of it is 
that the reduction was made by ourselves. 

Mr. Forp. Made by yourself after you had dipped, however, into 


the funds that were made available out of the supply fund; is that not 
correct? 
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Mr. Bracu. Yes, we transferred at that time what we thought we 
needed at the beginning of the fiscal year after we had received the 
appropriation. Then since that time we have reduced the number of 
man-years occupied on defense from a top of about 490 man-months 
down to a level now of 408. We anticipate a continuation of our 
decrease to an average of 372 for the year 1953. 

The reason for that decrease primarily is because the basic planning 
work we had to do in fiscal year 195! and early part of 1952 is now 
pretty well complete. 

Our procedures have been established and it is only the continuing 
workload, tax amortization, and loan applications for export permits, 
construction permits, and crawler tractors, and work on price ceilings 
and so forth, that require the spending of time continuously and 
currently on defense work and also the administration of existing 
defense food orders. We do not anticipate any more of them but 
we have the ones that are now in existence to administer throughout 
the next fiscal year. 

Mr. Forp. For the Forest Service in fiscal year 1951, $166,231 was 
expended fiscal year 1952 for defense activities; Forest Service 
requested $250,000 and Congress appropriated $81,000. What was 
the over-all effect of that rather sizable reduction? 

Mr. LoverinGn. We got by as best we could by utilizing our regu- 
lar personnel to a greater extent than we would have otherwise. 
As I testified a moment ago probably 90 percent of our work is done by 
our regular personnel scattered all over the country. 

Mr. Forp. In other words, the job was done that was apparently 
required under the defense activities of the Forest Service? 

Mr. LoveripGe. We rated this as top priority. 

Mr. McCormick. Probably some other things did have to be 
neglected that should have been done, though. 

Mr. Forp. On page 16, Mr. Loveridge, I am interested in a state- 
ment at the bottom of the page: 

National Production Authority estimates that additional special studies will be 
needed in fiscal year 1952 to clarify and find solution for the timber supply prob- 
lems of a rapidly expanding industry. 

The industry is expanding. 

Mr. LoveripGe. That is right. 

Mr. Forp. I presume it is expanding for the purpose of meeting 
the demand. ; 

Mr. LoveripGr. That is correct. 

Mr. Forp. If you have an industry that is expanding to meet the 
demand, why do you have to have additional studies to find out 
what to do with the product? 

Mr. LoveripGe. There are two points that are in mind there. 
One is there is a great amount of raw material that is now wasted 
and can be put to useful purposes we believe as a result of additional 
studies. Then the other point is, as I testified some time ago, the 
drain now is exceeding the growth and we are working with the 
industry people to develop methods of stimulating growth and con- 
siderable progress along that line is being made. 

Industry is putting on more technical foresters, a greater planting 
job is going on, and things of that sort, in order to balance the drain 
with growth. 
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Mr. Forp. It seems a little incongruous to me that when you have 
an industry that is expanding, because there is a great demand, you 
are requesting funds to find a place to put the production. It just 
does not make sense. 

Mr. McCormick. If I might enter into the discussion there, when 
you have an industry that Mr. Whitten spoke of a mement ago, 
located in one area and another industry wishes to come in, is there 
sufficient timber for both industries in that area? Are we overcutting, 
and, if so, how are we going to meet the demand that we have for the 
product when it looks like we are gradually running out of that type 
of material? Part of the answer lies in a better utilization of the 
timber that is cut—in this instance, the top growth that has not been 
used in most instances, I would say. 

Mr. Loveringe. I might add to that, that the reference vou have 
made is to the last line on page 16, I believe, is that right? 

Mr. Foro. Yes. 

Mr. LoveripGe. It says there, just to make the record clear, that— 


the NPA estimates that additional special studies will be needed in fiscal vear 1953 
to clarify and find solutions for the timber supply problem of the rapidly expanding 


industry. 
The point in mind there is that the timber supply is short and the 
industry is expanding. The study desired is to try to fill that gap 
between the needs and the available supply. There are some parts of 
the country in which new pulp plants have been erected with the 
result that the cut of timber has greatly exceeded the growth. 

In other sections of the country we have an excess supply of timber, 
and one of our jobs is to influence industry to put their new plants in 
these scattered areas where there still is a surplus of supply. 

One of the big contributions that has been made, we feel, has been 
to encourage the industry to use hardwoods instead of pine. As | 
mentioned in my previous statement about 35 percent of the total use 
now is coming from hardwoods whereas, previously soft woods were 
used almost exclusively. 

Mr. Forp. Turning to the Office of Foreign Agricultural Relations, 
fiscal year 1951, $73,600 was expended, the budget request for fiscal 
year 1952 was $150,000; the actual appropriation was $108,000 for 
fiscal vear 1952. 

What was the effect of that reduction, Mr. Haggerty? 

Mr. Haacerry. I would say that we were able to do about that 
much less work for this purpose in proportion to the cut. 

Mr. Forp. What was the effect of the inability to do the full job? 

Mr. Hagccerry. I am afraid 1 cannot answer in detail. As you 
may know, I have come into this office just recently, 5 weeks ago. 
As to just where the mability to come through fell, whether on sugar, 
cotton, or machinery, | am not able to say, but 1 think in general | 
could say that we were unable to cover that proportionate part of the 
problem. 

Mr. Forp. Is there anyone who can give a concrete answer as to 
what the net effect was as far as the defense effort was concerned? 

Mr. McCormick. I do not know as I could give a concrete answer 
but certainly because of lack of trained manpower to do the job we 
were not able to represent our cases strongly before the various NPA 
committees and other allocation committees in regard to the exports 

of fertilizer, sulfur, insecticides, machinery and that type of thing 
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which is with us constantly, and again being one of the groups, and a 
smaller segment of our total economy, we find ourselves constantly 
faced with the difficulty of getting good representation in such a way 
that we can prove our point. 

For example, on sulfur, even though agriculture in total consumes 
more than 50 percent of the sulfur we find it very difficult to hold our 
own allocations when it comes to shipping it abroad. 

Mr. Forp. | think you should be able to give us a concrete example 
of where this reduction and these other reductions have been truly 
harmful to the defense effort. 

Mr. McCormick. | do not work that close to the Office of Foreign 
Agricultural Relations and I am sure we can get such an example and 
show it in the record. 

Mr. Forp. 1 wish you would. Show the concrete result of this 
reduction or any other reductions specifying and itemizing what the 
situation would have been if we had given the full amount. 

(The information requested is as follows:) 


STATEMENT ON Errects oF RepuctTion IN 1952 FiscaL YEAR APPROPRIATION 
From $150,000 ro $108,000 

Activities suffered in three areas: (1) It was proposed to hire a top-flight 
fertilizer specialist to appraise foreign developments in this field. To date this 
assignment has not been filled and fertilizers have been covered inadequately by 
the agricultural machinery man. (2) It was proposed to hire a top-flight specialist 
to analyze foreign developments in this field. To date this assignment has not 
been filled. Work has been carried on a part-time basis by the Cotton Division 
head and junior members of the staff. It has been impossible to keep the defense 
agencies fully informed as to foreign developments on abaca, jute, and other 
fibers. (3) It was proposed to assign a full-time technical worker to analyze and 
interpret foreign developments on coffee, cacao, and spices. This has not been 
done and these commodities have not been handled adequately. 

Mr. Forp. The Office of the Bureau of Agricultural Economics. 
In fiscal year 1951 they expended $57,100; budget request for fiscal 
year 1952 was $300,000; for the defense activities and for fiscal year 
1952 the appropriation amounted to $100,000. Mr. Wells, what was 
the concrete result of that reduction? 

Mr. Wetts. The original budget request was designed to let us do 
2 rather systematic survey of farm production and farm labor problems 
in the United States. Now whether we had it or not, we used our best 
judgment to meet the problems that came up and I would have to say 
I! think that we got by fairly well. But somewhere down the line if 
your statistics and information run out mistakes are likely to be 
made. That is the only answer I will try to give. 

Mr. Forp. Earlier today you said some people had asked for 
information about hay. 

Mr. We tts. The question of how much they would need in the way 
of baling wire and how much twine do we need. Those are the kinds 
of questions coming up all the time and that leads back into the ques- 
tion of how much hay and similar material is harvested; what are the 
methods used for harvest? 

Now, I say the Bureau of Agricultural Economies is a research 
and statistical agency. We have a sizable program beyond these 
defense funds as you are well aware. We would like a-much more 
systematic coverage of the farm labor problems especially if inter- 
national tensions become tougher, and we would like to know a lot 
more about this farm cost problem that we have been talking about. 





282 


Mr. Forpv. Those two dairy studies you made—one in Wisconsin 
and one in Connecticut—who suggested you pick out those and do 
those two studies? 

Mr. Wetts. We try to work with the State agricultural experi- 
ment stations because we are, after all, the national research agency 
but each State college is closer to the farm people and part of my prob- 
lem is to work with the people im the agricultural experiment stations 
so as to multiply the value of my men and be sure I am working with 
people who know local conditions. 

The first study I talked about in Wisconsin was made on our regular 
funds in cooperation with the Wiseonsin Agricultural Experiment 
Station because they were interested in it and I think they are th» 
people who suggested it. And this last year instead of making » 
systematic survey of the United States which we would have made 
had we gotten $300,000, we picked out spots where we thought there 
was a problem where the State agricultural experiment station was 
willing to put money alongside ours and where we thought we had 
eg men to help with the job. We are also working with the 

arm Placement Service. 

It is a question of how far you go on your judgment. There are 
some people with no facts at all who have good judgment and they are 
right a lot of the time. 

Mr. Forp. Which makes the experts look bad. 

Mr. Wetus. Not necessarily, because they use all that the experts 
and the statisticians have. 

Let me say this, one of the problems I have as Chief of the Bureau 
of Agricultural Economics is how to answer questions for which we do 
not know the facts. Shall we make the best judgment answer we 
can, or shall we simply send it back and say, ‘““We do not have the data.’ 

I personally think we should make the best answer we can and dur- 
ing the defense period that is what we will do as long as I am Chief, 
but at the same time I am going to tell you gentlemen that this course 
involves some risks. 

Mr. Forp. Turning to the Office of Solicitor, in fiscal year 195! 
$48,000 was expended and budget request for defense activities during 
fiscal year 1952 was $80,000 and Congress appropriated $41,500. 
Mr. Bullock, what was the concrete result of that re luction? 

Mr. Buuiock. Well, as you know, our office is responsible for all 
the legal work of the Department. We have varied functions. A 
tremendous number of types of work are performed in the office. We 
consider the defense functions to have a first priority and naturally 
when we were cut in personnel we gave priority to the defense work. 

That had the result of causing some delay in other types of work 
and we could not give the other functions which were imposed upo1 
our office the same attention that we would if we had not sustained 
a cut. 

Mr. Forp. As far as the defense activities were concerned, the job 
was done with a reduction? 

Mr. Butuock. Yes, sir. We saw to it that it was done. 


INFORMATION ACTIVITIES 


Mr. Forp. The Office of Information, 1951, fiscal year, $10,300 
was appropriated but the budget request in 1952 for defense activities 
was $110,000. The appropriation was $58,000. 
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Mr. Webster, what was the concrete result of that reduction? 
' Mr. Wesster. It is difficult to trace out exactly what the final net 
effect of that is on defense production. Our information activities 


are aimed at helping farmers produce more efficiently, to cut down 


animal and plant losses, to store commodities better. I would assume 


there were more animal losses, there was probably less fertilizer used, 


£ and things of that kind in certain circumstances than there otherwise 
- would be, but I cannot prove it. 


Mr. Forp. Are you intimating that if we had appropriated $62,000 


more that there would have been materially less animal losses and 


crop losses? 

Mr. Wesster. I believe so, but I would have a hard time proving 
it to you. 

Mr. Forp. Where is the point of diminishing return on that? 
Does it follow that if we had appropriated more than $110,000 up to 
$160,000 that there would have been an increasing lessening of the 
losses in crops and animals? If that was the case, should we not 
appropriate a good bit more than $110,000? 

Mr. Wessrer. ‘1 think you should. 

Mr. Forp. The Bureau of the Budget then was wrong in even limit- 
ing you to $110,000? 

Mr. Wesster. I think the Department of Agriculture sperds a 


_ good many millions of dollars for research and relatively few dollars 


for taking that research to the people who can use it. 

I suppose that we, in information work, do feel rather strongly that 
the relative proportion of funds going into research and.the amount 
spent in disseminating it are probably out of balance and that is the 
reason back of the kind of estimate we made for 1952. We think 
that we have a long ways to go before we reach the point of diminishing 
returns. 

Mr. Forp. How much did you actually spend for the publication 
of Corn Culture? 

Mr. Wesster. The printing cost for the new publication, For 
Higher Yields of Corn, was $4,976. 

Mr. Forp. There was another here. What was the cost of that? 

Mr. Wesster. The old publication has 26 pages. Normally tlose 
cost in the neighborhood of 3 cents a copy. 

The publication I showed you cost less than half a cent a copy. 

This is the new one. 

Mr. Forp. In other words, the one in my right hand is a duplica- 
tion or a reprint with variations of the one in my left hand. 

Mr. Werster. The one ion your left hand is 15 vears old and had 
nothing in it about hybrid corn and it does not have the latest data on 
— and fertilizer. ‘The illustrations and examples are badly out of 
date. 

Mr. Forp. When did hybrid corn become a popular item? 

Mr. Wesster. Within the last 15 years. 

Mr. Wurrren. The last 2 or 3 years in the South. 

Mr. Forv. Department of Agriculture did not revise this from 1933 
on, even though hybrid corn became an important item? 

Mr. Wesstrer. That is exactly right. 

We can show you a good many examples and some worse than that. 

Mr. Forp. How much did it cost you to revise this and bring it up 
to date? 
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Mr. Wesstrer. The printing cost was something less than $5,000. 
Mr. Forp. How much did it cost you to bring up the data so it was 
up to date? 

Mr. Wesster. I do not know. I had a man who spent severa! 
weeks gathering information and writing it. 

Mr. Forp. This was originally published in November 1933? 
Hybrid corn, according to the testimony, became important and widel; 
used within the last 10 or 15 years. 

Mr. Wesster. Ten or fifteen years; yes. 

Mr. Forp. This book, Corn Culture, was in wide distribution all 
during that time and had no information about hybrid corn in it. 

What was the benefit of putting out the booklet? 

Mr. Wesster. We are raising that question on a number of our 
publications right now. 

We think that we have no business putting out the old ones. 

Mr. McCormick. I would like to point out there that there are so 
many things in agriculture changing so rapidly if it were not revised 
every 2 or 3 years it would be out of date. I call attention to corn 
again, that the new information about the spraying of weeds in corn is 
developing so fast and if you are out of date 2 years vou are too fa: 
out of date. 

Mr. Forp. Does the Department continue to issue booklets that 
are out of date or are not usable from a practical point of view? 

Mr. McCormick. Only those that are in stock. 

Mr. Wesster. The ones that we have demand for. Our procedure 
is to check with our scientific people when we have a demand for this 
publication, and we ask, “‘Is it all right to use it?” Or we say, “We 
think it should be revised.”” The scientific people may say, ‘““We do 
not have the manpower to revise this now; this has some good infor- 
mation in it; let it go.” Though it does not have all the information 
that it should, we do let it go. , 

Mr. Forp. Then these funds for the defense-production activities 
are really to bring up to date some of the booklets that vou would like 
to have done? 

Mr. Wensrer. “This is really a special case,’ I said, when I made 
my original statement. We tried at the time to get the regular bureau 
to handle that. 

They told us that they could get it done by next fall. We wanted 
to get ready for this year’s crop and so we-saad, ‘‘We will make use of 
the defense funds in this particular case to do this particular job.”’ 

Our current request, shows a decrease in that reprint item which 
reflects in part the fact that we have more time to get this done on 
our regular funds. 

Mr. Wuirren. I do not mean to inject myself into your line of 
questioning but I would like to say for Mr. Webster that he reported 
all these old bulletins to the committee and pointed out that just 
worlds of them needed to be brought up to date. The problems of 

getting our committee to act and the Congress to act has been one of 
the problems he has but he has repeatedly—and I think it was in the 
press this year—reported on the number of old bulletins in the De- 
partment. 
Mr. Forp. It seems incongruous. 
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Mr. WuHeeE_ser. The Department of Agriculture is working to bring 
these bulletins up to date within a reasonable period of time, ‘across 
the board,” and on our regular funds. I think the illustration Mr. 
Webster gave here was a special item that needed to get out quickly, 
which could not even await the special drive that is being put on 
within the Department to bring all these bulletins up to date. 


OFFICE OF THE SECRETARY 

> 
Mr. Forp. Turning to the ‘Office of the Secretary, fiscal year 1951,’ 
the appropriation amounted to $25,500; budget request for fiscal year 
1952 for the defense activity, $60,000. Peculiarly enough the ex- 
penditure or the appropriation for the Office of the Secretary in 

fiscal year 1952 was $61,500. 
Mr. Wuee ter. [ might explain that this appropriation was not 


specifically earmarked by agency in the appropriation act. There 


was discretion within the appropriation for allocating this 1.5 million 
that was appropriated among the offices. Originally the allocation to 
the Office of the Secretary was within the amount estimated. How- 
ever, during the year a special problem arose with respect to some of 
the materials that were being sent to the mobilization committees. 
That one item required more than we had foreseen when the original 
breakdown of the estimate was made. The personnel cost was 
actually less than we had anticipated within the lower total of $60,000. 

Mr. Forp. In other words, the funds appropriated totaling $1,500,- 
000 were turned over to the Department for such division as the 
Department saw fit. 

Mr. WHEELER. Yes. 

The division was made to the best of our ability within the amounts 
intended by Congress for the various items, but within the reduced 
total we did have to cut down each of the offices to some extent. 

In the case of the Office of the Secretary there was the case of this 
one element of expense which was originally unforeseen, but which 
we felt warranted a small amount above the original estimate. 

Mr. WuirreN. I do not mean to inject myself into this again but 
hearing this all the time you might list what is under the Secretary. 
I know nothing about this item but the Secretary’s Office may mean 
a number of things which normally do not show. 

Mr. Forp. This is an illustration of the parent always doing pretty 
well and the kids not doing so well. : 

Mr. McCormick. This particular work of the mobilization com- 
mittee was of concern to all agencies. They were all concerned 
that this particular work go out. The State mobilization committee’s 
reports are carefully analyzed by all agencies when they come in. 

Mr. Wartren. Thank you, Mr. Secretary. That will be all, then. 
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WITNESSES 


TELFORD TAYLOR, ADMINISTRATOR 
JOHN E. HORNE, DEPUTY ADMINISTRATOR 







Amounts available for ee 





7 


r 
| 1951 actual a estimate 





SMALL DEFENSE PLANTS ADMINISTRATION 


JAMES M. McHANEY, DIRECTOR, OFFICE OF GENERAL COUNSEL 
KEITH L. HANNA, DIRECTOR, OFFICE OF BUDGET AND FINANCE 


SALARIES AND Expenses, SMALL DrereNse PLANts ADMINISTRATIO\ 





1953 estimate 














50, 150 





I CO a ln. bain ds neunvici tne dugsiensps --} $1, 175, 000 
Transferred from “Salaries and expenses, defense production | | 

ponies Commerce”’ ‘Suet to Public Law 774, as | j 

amended. - re | 















Adjusted appropriation or estimate. hinipind 44.44 dipshir kb piendegekn nail i 1, 225, 150 
Unobligated balance, estimated savings.......................}..--..-.......! = 


so} , 
| 













4, 200, 000 









Obligations incurred 





Obligations by activities 

















Description 1951 actual | 1952 estimate 





925, 150 | 


4, 200, 000 












1953 estimat 





Procurement assistance -..................... a hncishamalt maith Rice 







ig INO nrc pn maiewh aw diet ncmmin peieniaisnie de ~eths pis aaigthe uted i $462, 575 
2. Financial assistance. __- __ TN POR se Sa. ve Os oe I ce 175, 779 
3. Materials and equipment assistance......._.........-..--.-|...--.-.--..- 148, 024 
4. Production and management service -_._...___.___.......--}.-_---..__ Le. 3 








$2, 604, 000 
672, 000 
462, 000 

462, 000 











Obligations incurred 











Obligations by objects 


Object classification 








| 1951 actual | 1952 estimate | 1953 estimate 


4, 200, 000 















Total number of permanent positions___...................... 









ibn ch laid abe 485 
Full-time equivalent of all other positious..._._.______- s | 1 
Average number of all employees_-_- } 88 | 


564 
1 
516 















Average salary and grade: 
General schedule grades: 
Average salary_.___.. 


$7, 048 
Average crade 


GS-10.6 















$6, 683 
GS-10.0 
















Personal services: 
Permanent positions 






















$3, 460, 550 
25, 000 

13, 500 

5, 000 











sitchin —ohiabashiokiolitd «adeibe aden $605, 761 
Part-time and temporary positions____- 19, 963 
Regular pay in excess of 52-week base_................}-...-.--...__.].____.. pa 
Payment above basie rates__ 3, 815 
Payment to other agencies for reimbursable details....|.___-.__..__. 461 

oS  rcen Wir eee A ye SRY masa peo Y 630, 000 

Reb a gy a ESS SE EE RES ee eer ROY (SSE Ss TET Y , 000 

03 Transportation of things. DIS, Hea ELE es 100 

ee Ry ea ein | Mee ine hae 22, 000 

05 Rents and utilities. : a CE mee Sa 100 

06 Printing and et a py EEE ECR GBR ERG a 13. 000 

a nae ae, TRIS) 47, 550 

RR a EDN T %,: a pica) 21. 000 

ct SES SS Re em eerie ss Se ceed! BESO Pe 134, 000 

15 Taxes and addessments._.________ : 

















3, 504, 050 
310, 000 
6, 500 

159, 250 
500 

38, 000 

98, 000 
47, 700 
21, 000 
15, 000 



















SES SELL ALIE A EAL, AOE .| 925, 150 | 
| 








4, 200, 000 
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Analysis of expenditures 





1951 actual | 1952 estimate | 1953 estimate 





Unliquidated obligations, start of year_.--..--.-.-........-.- $194, 500 
Obligations incurred during the year 000 





‘ ° 4, 394, 500 
Deduct unliquidated obligations, end of year _ _...- 750, 000 











Total expenditures. 7 3, 644, 500 











Expenditures are distributed as follows: P 
Out of current authorization pocapeaepdacca dessaahed I | 3, 450, 000 
Out of prior authorization | 194, 500 





Mr. Warrren. Mr. Taylor, I have taken the liberty of reading your 
statement prior to your arrival and in view of the lateness of the hour 
if you would insert that in the record and then just talk to us we might 
take a little less time. 

Mr. Taytor. Surely, Mr. Chairman. 

I offer the statement for the record, Mr. Chairman, and theré are 
one or two typographical errors in it which we have caught and will 
give to the reporter to straighten out. 

Mr. Wuirren. Very well. 

Mr. Taytor. I will summarize it as concisely as I can. 


GENERAL STATEMENT 
(The statement follows :) 


SraTEMENT BY TELFORD TAYLOR, ADMINISTRATOR, SMALL DEFENSE PLANTS 
ADMINISTRATION 


The budget for the fiscal year 1953 for defense production activities sub- 
mitted to this committee by the President includes a proposed appropriation 
for the Small Defense Plants Administration of $4,200,000 to cover salaries and 
administrative expenses and $5,000,000 for a revolving fund to enable the Ad- 
ministration to enter into prime contracts as authorized by the Defense Produc- 
tion Act of 1950, as amended. 

In support of these budget requests, I would like as concisely as possible to 
account to the committee for our activities during the 8 months of the agency’s 
existence and to outline our plans for carrying out the congressional small- 
business program for the coming year. This program, I am convinced, warrants 
the strong and continued support of the Congress. With this support we are 
prepared to go full steam ahead. The budget we request is, in my considered 
judgment, a most conservative estimate of the funds needed to insure the success 
of the program which the Congress has directed this agency to carry out. 

Economie developments during the current fiscal year have abundantly con- 
firmed the need for the small-business policies enacted by Congress in establish- 
ing the SDPA. The dislocating factors intrinsic to a large rearmament program, 
which tend to pinch out the small manufacturer, are still operative. There has 
been no reversal of the trend toward concentration of Government prime con- 
tracts in the hands of large concerns; on the contrary, the percentage of such 
contracts awarded to small-business concerns has so far decreased in each suc- 
cessive fiscal year. Allocation of critical metals for civilian use continues to 
raise many difficulties for small manufacturers. The need for financial assist- 
ance to small-business concerns, both for defense production and essential civilian 
purposes, has. been abundantly demonstrated by the volume of applications 
received by the Administration. All these factors underline the urgency of 
carrying into effect the statutory provision pursuant to which this Administration 
was created. 

One of the most important responsibilities which Congress has placed in the 
SDPA is to take action to spread defense contracts more widely, and to insure 
that small business receives a fair proportion of defense contracts. Past experi- 
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ence and future prospects leave no room for question concerning the necessity 
of continuing and strengthening this activity. As the Secretary of Defense, 
Hon. Robert A. Lovett, stated before the Senate Banking and Currency Commit- 
tee, while testifying in support of the bill to extend the Defense Production Act, 
the Department of Defense has become “the largest single purchaser in our 
economy.” 

According to Secretary Lovett’s statement, the Department of Defense ex- 
pended nearly $20 billion in the fiscal year 1951, and over $17 billion during the 
first half of the fiscal year 1952. He estimated the total expenditures for the 
fiscal year 1952 would approximate $40 billion. Whatever the future may 
hold with respect to the availability of critical metals, such as copper and alu- 
minum, for civilian production, there is no question but that the defense-pro- 
duction program will continue at a high level for some time to come. Through 
the placing of defense contracts to build up our armed strength, the Government 
will continue to be not only the largest single purchaser in our economy, but a 
purchaser of such overwhelming proportions that it is a matter of the most vital 
concern to all of us that these defense orders be placed wisely and in accordance 
with careful planning. 

So far as small business is concerned, the manner in which defense contracts 
have been placed during the last 2% years is alarming. The proportion of military 
prime contracts placed with small concerns has been steadily decreasing. During 
the fiscal year 1950, small manufacturers received 24.5 percent of such contracts; 
during the fiscal year 1951, the percentage dropped to 20.9 percent. During the 
first 9 months of the fiscal year 1952 (July 1951 through March 1952), we have 
witnessed a further decline to 18.4 percent. Accordingly, and whatever may be 
the future duration of the controls authorized by the Defense Production Act, 
the necessity for a strong Government program to check this downward trend 
and restore to small business its fair share of defense procurement, has become 
more acute than ever. 


EARMARKING OF CONTRACTS FOR SMALL BUSINESS 


To increase the share of defense contracts going to small businesses, Congress 
inserted several provisions in the legislation establishing the SDPA, of which the 
most important is section 714 (f) (2) of the Defense Production Act. This sec- 
tion, in effect, authorizes and directs the earmarking of specific contracts to be 
awarded to small business. In accordance with the standards set forth in the 
statute, procurement agencies and the SDPA are directed jointly to survey pro- 
curement opportunities, and identify those which small business is capable of 
handling. Thereupon, the procurement agency and the SDPA are directed 
jointly to determine that small-business concerns shall receive such contracts, or 
portions of contracts, as will insure to small business a fair proportion of the 
Government’s total purchases of supplies and services. 

This procedure, which we call the making of joint determinations is a prac- 
tical and effective method of insuring that contracts which small manufacturers 
can handle are, in fact, placed with them. Ever since last December, a few weeks 
after the establishment of the SDPA, we have been endeavoring to put this pro- 
cedure into effect, along the lines directed by Congress, by arrangements worked 
out with the armed services, and with other procurement agencies. Finally, last 
March, the Department of Defense issued a directive providing the administra- 
tive framework whereby these joint determinations can be made. 

The Department of Defense directive (dated March 27, 1952) left it up to each 
of the three armed services to issue its own individual directive covering the 
details of operation. After consultation with us, the Air Foree soon issued such 
a directive, so that we were finally in a position to commence actual operations, 
and to make joint determinations with respect to Air Force procurement. Repre- 
sentatives of the SDPA are now working in the Air Matériel Command at Wright 
Field, Dayton, Ohio, where the great bulk of Air Force procurement is handled. 

The Army and Navy have not yet issued their own individual directives, and 
we are disappointed that there has been so long a delay. However, their delay 
in preparing these directives has not prevented our getting started with the joint 
determination program along the same lines as is already in operation at Wright 
Field. In fact, we now have SDPA procurement specialists assigned to a number 
of major Army procurement centers and services, including the Quartermaster 
General, the Detroit Tank Automotive Center, the Philadelphia Procurement 
Office of the Signal Corps, ete. A number of joint determinations have been pro- 
posed by us with respect to goods to be purchased by the Quartermaster General, 
although as yet none have been finally acted upon by them so far as I know. 
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Despite these limitations on the opportunities presently available and the short 
time the program has been in operation, 11 contracts totaling about $11,750,000 
have been earmarked with the Air Force for exclusive production by small business 
and SDPA has proposed joint determinations on an additional 22 contracts 
involving $19 million which are expected to be agreed to shortly. % 

In addition to the joint determination procedure, the SDPA has helped numer- 
ous individual small business concerns obtain defense contracts. The committee 
may be interested in a few of these cases. Through our intervention, a proposed 
large contract for tires and tubes was broken into smaller contracts, and a small 
rubber manufacturer in Pennsylvania was thus able to obtain a portion of this 
procurement. A clothing manufacturer was helped to obtain a contract for liners 
for field jackets for the Marine Corps, and a New Jersey firm was given assistance 
in obtaining a sizable contract for electronics equipment. 


CERTIFICATES OF COMPETENCY 


A second, and also an important power in the field of procurement, is the 
Administration’s authority (sec. 714 (e) (6) and (f) (1)) to certify small-business 
concerns as competent, with respect to capacity and credit, to perform specific 
Government procurement contracts. These certificates must be accepted as 
conclusive by Government procurement officers and therefore can be of great 
benefit to small-business men in obtaining defense contracts. It sometimes 
happens that a small manufacturer is the low bidder or otherwise eligible from the 
standpoint of price, to receive the award of a specific contract, but that the con- 
tracting officer is not satisfied that the manufacturer has the necessary financial 
means or technical capacity to perform satisfactorily. The story of no contract 
without financing and no financing without a contract is of course familiar. This 
certification power is a way to break the vicious circle. Where application is 
made to us, our engineering and credit specialists study the manufacturer’s situa- 
tion and, if they determine that there is reason for confidence in his ability to per- 
form, we will issue a certificate. Needless to say, we have been doing so only on 
the basis of a careful analysis of the manu/acturer’s credit and capacity. We have 
not been able to undertake their issuance on a broad scale, because of our lack 
of a sufficient staff to carry out this work. However, we found it possible to issue 
21 certificates of competency, covering $17,382,251 of contracts. Eight concerns 
so certificated have already received contracts totaling $3,859,000; one concern 
certified failed to receive the contract in question because its price was too high; 
and the other 12 contracts are pending award. 

Examples of the types of proposed Government procurement covered by certifi- 
cates of competency issued by the agency include paint brushes to be provided 
by a small firm in Illinois; electrical contacts to be manufactured by a New York 
concern; 60-millimeter shells to be produced by a Florida firm; rifle barrels to be 
manufactured by a small concern in Rhode Island; miscellaneous spare parts for 
tanks to be furnished by a Michigan manufacturer; warehouse trailers to be 
manufactured by a North Carolina firm; and machine tools and shafts to be 
provided by a small concern in West Virginia. (A complete list of the certificates 
of competency issued to date is attached to this statement.) 


RESTRICTIVE BONDING REQUIREMENTS 


SDPA has also been endeavoring to search out and eliminate restrictive pro- 
curement practices which work to the disadvantage of small business. We found, 
for example, that certain military procurement agencies, particularly the Army 
Corps of Engineers, were requiring bid and performance bonds in connection with 
substantially all of their ordinary supply contracts let by formal advertising. In 
many instances, this requirement served to bar small concerns from competing. 
In the nature of things, large concerns found no difficulty in obtaining bonds from 
surety companies, but bonding companies were frequently reluctant to take risks 
on small concerns. In asense, this practice constituted a delegation to the surety 
company of the authority to determine who were and who were not qualified to 
perform Government contracts. It had the additional unfortunate consequence of 
nullifying in large part the V-loan program, since guaranteeing agencies would not 
approve a V-loan application unless the surety’s rights were subordinated, which 
surety companies would not agree to. Accordingly, SDPA recommended and the 
Under Secretary of the Army has agreed that bonds will be required in connection 
with supply contracts only in those exceptional cases where the interests of the 
Government cannot otherwise be protected. 
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RENEGOTIATION REGULATIONS 


In the important field of subcontracting SDPA has obtained changes in tlie 
regulations of the Renegotiation Board under the Renegotiation Act of 1951 
whigh should serve to encourage more subcontracting to small firms. When 
the proposed regulations were published, it was observed that certain provision, 
were likely to indicate to prime contractors that they would be given unfavorable, 
rather than favorable, consideration in renegotiation if they subcontracted large 
parts of their work. The impression appeared to be quite widespread in industry 
that larger profits could be made by the prime contractor doing all of the work 
itself, rather than using subcontractors, even though the latter might be more 
efficient and cheaper to the Government. SDPA, accordingly, urged upon the 
Renegotiation Board various changes in its pro regulations to make clear 
that prime contractors would be given favorable consideration when they sul- 
contracted substantial amounts to small business concerns. The Board’s new 
regulations substantially adopt the changes proposed by SDPA, and should offer 
a real incentive to prime contractors to subcontract to small business concerns. 

‘This Administration has also prepared a study, which it has cleared informally 
with staff members of the Renegotiation Board, setting forth in detail the advan- 
tages to be derived, in renegotiation, by prime contractors who subcontract to 
small business concerns. We are making this study available to appropriate 
trade journals, associations, and business establishments. 


PRODUCTION POOLS 


Another way in which SDPA has been endeavoring to increase the opportunities 
for small business to obtain defense contracts has been through the establishment 
of production pools. This technique, which was used with considerable success 
during World War II, was again authorized by the Defense Production Act. 
Since this authority antedated the establishment of SDPA, it was delegated to 
other Government agencies and, until recently, the National Production Authority 
was responsible for advising business concerns on the subject and recommending 
the approval of proposed pools to the Defense Production Administration, which 
decided on their actual approval. By Executive order of February 5, 1952, 
SDPA replaced NPA in this procedure. But in view of the fact that there is 
still considerable duplication and delay resulting from fragmentation of authority, 
and because small business production pools are primarily within the orbit of 
responsibility of SDPA, an Executive order is not in process to assign the SDPA 
the authority to approve these pools. We believe that through pooling their 
facilities small business concerns can participate in Government contracts of a 
size and complexity which would make them otherwise unavailable. 

Meanwhile, while awaiting this Executive order, SDPA has continued to furnis!: 
advice to businessmen about the organization of pools; arrange for organizationa! 
meetings with companies desiring to form pools; assist representatives of these 
groups in preparing their applications for approval; analyze the proposed operat- 
ing plans; prepare summaries and recommendations to the Defense Production 
Administrator with respect to applications for approval of pools and for additious 
to or changes in their membership; serve as liaison between applicants and other 
Government agencies, particularly the Department of Justice and the Federal 
Trade Commission which have statutory functions in connection with the ap 
proval of pools; and notify procurement agencies of approvals and supply them 
with information concerning the pools. But most important, we have bee: 
taking affirmative steps to enable these pools to obtain more defense contracts 

oxtensive engineering and management surveys of pools have been undertaken 

with a view to assisting their management in determining the types of items 
which they are capable of manufacturing competitively, and Government con- 
tracting officers have been informed of their capabilities. Assistance is also 
rendered in solving financial problems. The authority of SDPA to issue certifi- 
cates of competency has also been employed in the case of pools. Such a cer- 
tificate was issued last week, for example, to the Peoria Consolidated Manufac- 
turers, Inc., covering its competeney to perform a $3,000,000 Army Ordnanc: 
contract, and as a result it is expected that it will receive the award. 

I have now given the committee the high lights of our program and activitie 
in the field of procurement and, before passing to another subject, I want to 
reiterate my strong conviction that there is a clear and unquestionable necessit\ 
for vigorously supporting the small-business policies which Congress enacted and 
directed us to carry out. Government procurement is bound to continue to 
play a major role in our economy at least for several years to come. The small- 
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business share of this enormous portion of the market for manufactured goods 
has been dwindling steadily. We think that the procedures Congress has out- 
lined to check this disastrous trend can and will prove effective, if we are given 
the time and money to put these policies into practical execution. The impor- 
tance which we attach to the procurement program is indicated by the fact that 
over 60 percent of our total proposed budget is allocated to it. 


FINANCIAL ASSISTANCE 


Now I want to turn to another very important branch of our activities. Under 
section 714 of the Defense Production Act, Congress also authorized the SDPA 
to recommend small-business loans to the Reconstruction Finanee Corporation. 
Congress was aware that credit obstacles had been a major impediment to small- 
business participation in defense production, and set up this authority to provide 
help for the small-business man of a type not available either privately or from 
other Government lending authorities. Under this authority a fund of $100,000,- 
000 was created under which the RFC could make loans to small business concerns 
upon the recommendation of SDPA for a variety of defense or essential civilian 
purposes set forth in the statute. 

It is apparent, from our experience during the 544 months that these new loan 
procedures have been in operation, that they are meeting a very deep and wide- 
spread need in the business community. Through June 18, 1952, we received 659 
active applications, totaling nearly $271 million. We have acted upon 354 applica- 
tions and have forwarded 143 favorable recommendations to the RFC, totaling 
approximately $18,500,000. The RFC, in turn, has approved 87 of these loan 
applications, totaling $11,743,640. Geographical distribution of the loan activity 
will be found in an appendix which I am submitting for the record. I think a 
few examples of the kinds of loans made under this program might be of interest. 
A small machinery plant in Florida was granted a loan of $750,000 so it can pro- 
duce 75-millimeter shell cases for the military. A Baltimore, Md., firm was 
granted $69,500 loan to purchase and install equipment to produce crystals for 
electronic equipment needed by the Signal Corps. A small company in Los 
Angeles was loaned $50,000 of working capital to complete a dust chamber for 
testing machinery for the Atomie Energy Commission. An Illinois concern 
producing a certain type of gage badly needed by Army Ordnance was granted 
a $20,000 working capital loan. A small Ohio manufacturer of generators was 
granted $100,000 of working capital needed in order to continue furnishing his 
product to hospitals, fire and police departments, and other institutions. A 
small Idaho processor of seed peas and beans was granted a loan of $20,000 of 
working capital. (A complete list of loans authorized is attached to this state- 
ment.) 

V-LOAN REGULATIONS 


Beyond its loan operations under section 714, SDPA, as spokesman for small 
business, has endeavored to eliminate any regulations in the field of finance which 
tend to obstruct the participation of small business in the defense program. 

In this connection, loans guaranteed under section 301 of the Defense Produc- 
tion Act (commonly called V-loans) are of great importance to the effective utiliza- 
tion of the productive capacity of small concerns. It is abundantly clear in the 
legislative history that this authority was created in large part for the very purpose 
of making possible maximum participation by small business concerns in the 
Government’s defense production program. Nevertheless, it was found that the 
V-loan regulations of certain guaranteeing agencies of the Government, notably 
the military, did not carry out this intention of Congress. This Administration, 
accordingly, urged upon these agencies that appropriate revisions be made. The 
Department of Commerce and the Atomic Energy Commission accepted our 
suggestions readily. 


MATERIALS AND EQUIPMENT ASSISTANCE 


Another important part of this Administration’s program is directed at obtainin 
for small business concerns a fair share of critical materials and equipment. 
significant accomplishment in this respect has been the establishment by NPA, in 
cooperation with SDPA, of a special reserve of steel, copper, and aluminum to take 
care of small business hardship cases. Approximately 500 small concerns located 
in 36 States have received critically needed assistance from this hardship reserve. 

In addition to participating in this special program to help small business, the 
intervention of SDPA on behalf of individual companies with materials problems 
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has been effective in many instances. For example, an air-conditioning firm in 
Houston, Tex., which had been unable to get steel and copper allocations for 

rticular job, and was consequently faced with failure, was given the material 
it needed after intervention by SDPA. A Kentucky firm producing aluminum 
siding was assisted at a critical moment; and similar help was given to a company 
in Indianapolis, Ind. A new and more favorable base period materials quota 
was obtained for a small Illinois manufacturer. Additional aluminum was 
obtained for a small firm in Phoenix, Ariz., as well as for a Cleveland fabricator 
of this metal. Many other small firms were similarly helped by SDPA. 

SDPA has also been able in a number of cases to help obtain machine tools for 
small concerns. A tool needed by a Nashville, Tenn., company was located for 
them. Machines were found by SDPA for a producer of ball bearings in New 
Hampshire. A Richmond, Va., firm which urgently needed a boring mill, was 
assisted by SDPA in locating one through an importer. This machinery assist- 
ance program is being expanded rapidly by the agency through its field offices. 

There is hope that because of the “‘stretch out” in the military program, the over- 
all materials situation will continue to improve and allocation controls may be 
progressively relaxed or removed. Even should this hope prove to be justified, 
it will be necessary to keep a weather eye out for small business. Since defense 
production will continue to have the right-of-way, producers of civilian goods 
both large and small will be competing for the balance of materials. Precisely 
such a scramble developed following decontrol after the last war. In such a 
—— small business may find it difficult to hold its own, and new problems will 

presented to small business and to this agency. 

Apart from the three major fields of activity which I have discussed—contracts, 
financing, and critical materials—we have followed the mandate of Congress to 
check the activities of agencies in order to insure that small business is receiving 
fair and equitable treatment. 


TAX AMORTIZATION SET-ASIDE PROGRAM 


In this connection for example, we have studied the accelerated tax-amortiza- 
tion program, and found that small business has not managed to keep pace with 
the growth of its larger competitors. Small manufacturing concerns have re- 
ceived only 10 percent of the value of tax amortization certificates, although such 
concerns account for approximately 42 percent of total employment in manufac- 
turing. There is, therefore, an urgent need for planning the distribution of tax 
amortization certificates in the future, so that the competitive structure of 
American industry will not be undermined. 

Accordingly, SDPA has secured the approval of DPA to a set-aside program 
for small-business expansion. Under this program, DPA informs SDPA of each 
proposed expansion goal. SDPA then makes a study of the particular industry 
affected and, in agreement with DPA, earmarks a specific minimum percentage of 
the tax-amortization certificates which will be granted to qualified small-business 
applicants. This percentage is based upon the pre-Korean position of small 
business in that particularindustry. If there are not enough small-business appli- 
cations on file with DPA to absorb the set-aside, we attempt to stimulate interest 
in such expansion. This program is now in operation and the first of these set- 
asides is about to be issued. As this program gains momentum, we hope that it 
will help to reverse the trend toward further economic concentration which would 
have a permanent adverse effect on the competitive structure of our economy. 

In addition, this Administration has been assisting individual small-business 
concerns which have applied for accelerated tax amortization. Several dozens of 
such requests have been handled, and in at least. 75 percent of them, with our 
assistance the applications have been granted. It is particularly noteworthy that 
a large proportion of. these applications had already been turned down, and we 
found it necessary to seek reconsideration. In such cases, we reviewed the entire 
record, determined what was lacking in the applicant’s presentation, worked out 
ways of filling such gaps, and sueceeded in convincing DPA of their merit. 


WAGE AND SALARY CONTROLS 


Wage and salary controls frequently work disproportionate hardship on small 
concerns who find that, because of their unfamiliarity with Government procedures 
and the consequent delays in obtaining adjustments in their wage and salar 
scales, they are losing key personnel to larger concerns which have been able to 
obtain adjustments more quickly. During World War II, concerns employing 
eight or fewer people were exempted from these controls, except in instances 
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of an actual drain of manpower from other concerns to them. Accordingly, 
SDPA has recommended a revival of this procedure to the Economie Stabiliza- 
tion Administrator, suggesting also that special arrangements be made in order to 
deal expeditiously with applications for relief by nonexempt small concerns. It 
is our understanding that a regulation substantially to this effect is under serious 
consideration. 

In addition, this Administration has been in communication with the Salary 
Stabilization Board with respect to a plan, under consideration by that Board, 
for simplified compliance, reporting, and record-deeping requirements, for con- 
cerns with more than eight employees but still classifiable as small business. 


KEVOLVING FUND 


Mr. Chairman, I would now like to address myself to our budget request for a 
$5,000,000 revolving fund (pp. 100-104 of Budget Justification). Section 714 
(a) (2) of the act authorizes an appropriation of not to exceed $50,000,000 to a 
revolving fund in the Treasury to be used for making advances to the Administra- 
tion. So we are here asking for one-tenth of the amount authorized. Congress 
had not heretofore made any appropriation for this fund. ) 

The primary purpose of this revolving fund is to enable the Administration 
itself to take prime contracts from Government agencies and to subcontract them 
to small concerns which would actually perform the work. The statute directs 
that we are to make and let contracts on a basis which will, to the fullest extent 

racticable, result in a recovery of direct costs incurred by the Administration. 

n short, the revolving fund is intended to be self-liquidating. I feel that the 
authority to take prime contracts could be of considerable assistance to our efforts 
on behalf of smalll business and, therefore, I am renewing our request that Con- 
gress appropriate funds to enable this aspect of our work to be carried on. 

The power to enter into prime contracts would be used in those cases where the 
commodity being purchased is of a nature which can be produced by small plants, 
but because of the size of the contreat or othercharacteristics, it would not be 
placed directly with individual small concerns by the procuring agency. In such 
an event SDPA could step in and take the contract. SDPA will not of course 
perform the contract itself but in turn farm it out to a number of small concerns 
which will do the work. SDPA would serve as a conduit through which the con- 
tract would be channeled, broken down in small lots and placed with a number of 
plants. The operation would be rather similar to that of a production pool where 
many small plants band together in order to handle large and more complex 
procurements. SDPA will in effect be serving as the manager—the “mother hen’’— 
of such a pool in handling a prime contract. The operation would be precisely 
the same as that carried out by any private prime contractor who is engaged in 
subcontracting. 

Difficulties encountered by small-business production pools in themselves 
obtaining prime contracts suggest another field in which the authority of SDPA to 
take prime contracts could be effectively used. Because of the customary lack of 
financial resources in the pool itself, obstacles arise when a pool seeks to obtain a 
large contract for which it will have to obtain working capital. The individual 
firms in the pool are willing to give guarantees concerning their own satisfactory 
performance but they are normally unwilling to undertake any liability concerning 
the adequacy of performance by other members of the pool. It is difficult for 
the pool, in such circumstance, to obtain a contract from the procurement agency 
and, if it does, to obtain the necessary financing to perform it. With the revolving 
fund, however, SDPA could obviate these difficulties by taking the contract in 
its own name and subcontracting it either to the pool or to individual concerns 
within it, retaining the right to substitute other subcontractors should any of 
those originally designated fall down. SDPA as the prime contractor would 
retain the necessary control and supervision to insure timely and satisfactory 
performance. 

During the last war the Smaller War Plants Corporation found a number of 
prime contract opportunities. SWPC took 12 prime contracts totaling $29,081,- 
479, of which $26,774,274 was let out to 281 small-business subcontractors. 
These contracts involved the manufacture of furniture, experimental wood 
barges, life rafts, reamers and arbors, paint, portable steel and wood barracks, 
machine gun mounts, copper wire, bomb hoists and practice bombs. The differ- 
ence between dollar amount of prime contracts and subcontracts represents 
contractual adjustments and terminations. 

Quite apart from the actual taking of prime contracts, I regard the revolving 
fund as of considerable importance. If it is available and we are in a position to 
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take prime contracts to place-with small business, we have a very real lever for 
persuading the procurement agencies to place the contract with small concerns 
directly rather than indirectly through us. Thus, while SWPC took only $29 
millions of prime contracts, the share of procurement going directly to smal! 
concerns rose substantially during the period of its operations and the difference 
was attributed in large measure to the existence of its prime contracting power. 

An additional purpose for which the revolving fund would be used would be 
that of providing technical and managerial) assistance to small concerns on a 
reimbursable basis. While we are rendering considerable assistance of this sort, 
it has not been of such a character as to call for reimbursement and is charged 
to our operating budget. The assistance to be financed out of the revolving fund 
we regard as intended to take care of highly specialized, individual technica! 
problems which require a substantial amount of time for their solution. In such 
cases it is appropriate that SDPA be reimbursed and the proceeds would thus be 
returned to the revolving fund. 

In conclusion, I chiefly want to underline the necessity of the agency’s obtaining 
adequate financial support in order that its program and activities may prove 
effective and beneficial on a broad scale. 

As the committee knows, the SDPA has, for the greater part of its existence, 
been working on the basis of a very small interim appropriation, intended by 
Congress for the initial establishment of the agency and the development of pro- 
cedures to carry out the congressional PS m. The Third Supplemental! 
Appropriation Act ap scene the sum of $825,000 for the SDPA, which was 
intended to permit the agency to expand its operations substantially during the 
last quarter of the fiscal year. However, due to the delay in final approval of 
the act, our recruiting program was sharply curtailed. We have done our honest 
best to achieve practical results, while working out plans for the future, with the 
means at hand. The contracts which we have helped small business to secure, 
by the issuance of certificates or otherwise, the loans which have been made on 
our recommendation, the additional allocations of materials which we have helped 
to secure for small business, and the other practical s which we have taken 
have not gone unappreciated. Nevertheless, our activities have been necessarily 
restricted within rather narrow limits by the means at our disposal, and the major 
benefits to small business, which the congressional program was intended to and 
can bring about, have not yet been realized. 

Mr. Chairman, we believe we have developed sound economical methods for 
putting the small-business program of Congress into effect. The program is in 
operation and gathering momentum. With the support of Congress, I am sure it 
will be a success and of major benefit to small business and the national economy 
as a whole. 
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(Attachment 1) 


Loans through June 18, 1952 


























| | Ineligible 
Loan | or un- 
State appli- \Loan No. — favorably 
cations | recom- 
mended 
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(Attachment 2) 
CrrtTiricaTes oF CompereNncy Issuep THrovucu JuNE 18, 1952 


Omaha Industries, Inc., Omaha, Nebr.: Certificate issued February 6, 1952, for 
manufacturing 1,485 wire-winding reels. Contract not awarded because of 


price. 

Paint Brush Corp., Melrose Park, Ill.: Certificate issued February 7, 1952, for 
manufacturing 106,604 nylon paint brushes, in amount of $193,000. Contract 
awarded: February 29, 1952. 

Grodan Manufacturing & Sales Co., Detroit, Mich.: Certificate issued February 
25, 1952, for the manufacture of tank fender assemblies, in amount of $97,677.10. 
Contract awarded: March 17, 1952. 

General Products Corp., Union Springs, N. Y.: Certificate issued February 27, 
1952, for manufacturing 2,000,000 electrical contacts, in amount of $493,000. 
Contract awarded March 17, 1952. 

C. L. Bryant Corp., Cleveland, Ohio: Certificate issued March 10, 1952, on con- 
tract for manufacturing 23,000 Yukon Stoves, in amount of $426,000. Con- 
tract awarded April 3, 1952. 

Fayette Manufacturing Co., Fayette, Ohio: Certificate issued March 10, 1952, 
for manufacturing 7,500 trailers, in amount of $2,000,000. Contract pending. 

Industrial Television, Inc., Clifton, N. J.: Certificate issued March 28, 1952, on 
contract for manufacture of Navy type OS4/AP oscilloscope, in amount of 
$1,100,000. Contract awarded May 13, 1952. 

American Machinery Corp., Orlando, Fla.: Certificate issued April 4, 1952, on 
contract for manufacture of 539,000 60-mm. shells, in amount of $956,725. 
Contract awarded May 8, 1952. ~ 

Appalachicola Manufacturing Co., Appalachicola, Fla.: Certificate issued April 4, 
1952, on contract for manufacturing 3,000 maintenance shelters, in amount of 
$252,600. Contract awarded April 16, 1952. 

Johnson Arms Co., Inc., Providence, R. I.: Certificate issued April 18, 1952, 
on contract for manufacturing 120,000 Browning automatic rifle barrels, in 
amount of $3,000,000. Contract pending. 

American Machinery Corp., Orlando, Fla.: Certificate issued May 15, 1952, on 
contract for manufacturing 404,500 75-mm. shells, in amount of $2,522,425. 
Contract pending. 

Erno Machine Co., Inc., White Plains, N. Y.: Certificate issued April 25, 1952, 
on contract for manufacturing 796 pneumatie gun chargers Aero 7A and 1882 
gun charging valves, Aero 2A, with spare parts, in amount of $233,679.78. 
Contract pending. 

Kendall Machine & Tool Co., Battle Creek, Mich.: Certificate issued May 16, 
1952, on contract for manufacturing miscellaneous spare parts for tanks, in 
amount of $322,626.90. Contract pending. 

Standary Manufacturing Co., Mt. Airy, N. C.: Certificate issued Mav 16, 1952, 
on contract for manufacturing 2,400 warehouse trailers, in amount of $340,000. 
Contract awarded May 23, 1952. 

Lock City Machine & Marine, Ine., Sault Ste. Marie, Mich.: Certificate issued 
May 29, 1952, for manufacturing 50 LC M—6 landing craft, in amount of $735,000. 
Contract pending. 

Peoria Consolidated Manufacturers, Inc., Peoria, Ill.: Certificate issued June 13, 
1952, for manufacturing 1,000,000 cartridge storage cases M13A1 for pro- 
pellant. charge for 155-mm. howitzer, in amount of $3,000,000. Contract 
pending. 

Crown Controls Co., Inc., New Bremen, Ohio: Certificate issued June 3, 1952, for 
manufacturing 755 turn and bank indicators, in amount of $184,403.12. Con- 
tract pending. 

T. K. M. Electric Corp., Rochester, N. Y.: Certificate issued June 6, 1952, for 
manufacturing 12.5 kilovolt-ampere, 3-phase 4,000 to 8,000 revolutions per 
minute alternating current generators and regulators, in amount of $98,220. 
Contract pending. 

Garco Corp., Seattle, Wash.: Certificate issued June 6, 1952, for manufacturing 
P. EF. 75 power units, plus spare parts, in amount of $1,000,000. Contract 
pending. 

Parkersburg Dye & Tool Co., Parkersburg, W. Va.: Certificate issued June 9, 
1952, for manufacturing machine tools and shafts, in amount of $36,000. 
Contract pending. 
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The following table reflects the cumulative status of the loan program as of 
June 13, 1952: 























Number Amount 
Applications received: 
Ameen Wee. 2555s eee Mats BCR Fee IS) Bees ae 787 | $288, 439, 748 
ND: Or MAR is odo en are ndg in canotuwennsd S dis diate bine taal thin ae pes aedie'd 129 14, 900, 463 
REE BS nae 1 SEE DES DSN RS SET BE eh BE Tee 658 273, 539, 285 
Actions by SDPA: 
Declared ineligible.................%........-.....-. Fe iy oR We Rene NOE 66 15, 348, 320 
Unfavorably recommended to RFC Decrees i akiaia Deimieei tecktas cabo mae bases oo leaks 124 106, 593, 344 
Favorably recommended to RFC !_._........ 222-2 ee 134 19, 059, 840 
Adjustment to reflect reduction in amounts recommended _--_-..........-.-..|---------- 4, 225, 060 
eee Reniaee ir CP Biv ks snp eis sess tncicvir sen ccuceabebcvevscannts 324 145, 226, 564 
seis panier 
In (STE NE eae > SOR Ie a AAMT. aA i eee’ 189 76, 131, 206 
‘Awaiting @ field report and loan docket from RFC__-_....__....--..-------_-- 145 52, 181, 515 
MEE. «ace beanccye paced tase ieeehwathtnna tg wiwtica lan benedeni dmmainae 334 138, 312, 721 











179 of these applications in the total amount of $11,153,590 have been approved by RFC for the benefit 
of small business. 


Through June 13, 1952, SDPA has received applications for 31 certificates of 
competency. Twenty have been issued and four declined. A summarization of 
the certificate operations is given below. 


US Somos. sae OL St ou Cee es eet 31 
Approved: 
een ee SO EA OEE TE AEA ES Ee She 18 
yi eae an RRR Seige ie eee ee aCe es sates 2 
‘ —— 20 
meee Sc cites. . oe Sis eee ae ee ag 11 
RRS ea aR RR cE ge NS ATI SR Ry Oa RE epee 
la lle fac LS al eee pla IN itn Rt 7 hia AE SATE S GEE 2 
MUNIN Soe ae ee us Oo US. cle Cole ge re eee es ae kd os. 3"S 
Awaiting firm MAME 86 iio ude eletiebuladecakicics: nee! eee ya 
— ll 
Requirements 


The Office of Loans consists of two divisions, a Loan Application Division and 
a Financial Service Division. The personnel estimates provide for eight profes- 
sional and eight clerical employees including a director and his secretary. 

The volume of loan applications is increasing with no indication as to when the 
rate may level off. As previously indicated, it is planned to have the preliminary 
examination and recommendation performed by the financial specialists in the 
regional offices with only a final review and determination made in this office. 
There is also the responsibility for technical training and supervision of the field 
staff in order to assure their most effective utilization. In the first year of opera- 
tions problems of all types will crop up and the financial specialists in Washington 
will necessarily be called upon to handle voluminous correspondence and provide 
close supervision to the field, to insure uniformity throughout the Administration 
and expedite the rendition of assistance to loan applicants. Four loan examiners 
and four clerical employees are required for this activity. 

The responsibility for certifications of competency of credit and other credit 
problems of small business is assigned to the Financial Service Division which 
consists of three financial specialists with a clerical force of three. The volume of 
work, particularly with respect to certifications, is expected to develop raidly 
which will increase not only the direct workload of this Division but also its prob- 
lems in supervision of the field staff. In addition, this Division is responsible for 
the central control of loan applications received and under consideration, certifi- 
cates of competency, and records of actions taken. This includes preparation of 
the Office of Loans section of the quarterly report to Congress and such special 
reports as are needed by congressional Members, the Administrator, and other 
SDPA offices. 





GENERAL STATEMENT 


Mr. Taytor. I would like to lay —— emphasis on what our 
actual operations have been since we were last before the committee. 
The statement begins by outlining the problems which caused Con- 
gress to set us up and it points out that all these factors which were 
in operation last year are still in operation. The percentage of 
procurement that small business is getting is still going down and all 
these other factors, such as need for financial assistance, the un- 
certainties in the materials situation, and other matters of that kind 
are still very much in operation and seem to us to require continuance 
of this program. 

The statement then goes on to summarize what Congress called on 
us to do about these problems, reviewing very briefly the powers with 
respect to procurement. 

It mentions the procedure which we call the joint termination pro- 
cedure under which our agency and the procurement agencies ear- 
mark specific contracts or parts of contracts for award to small 
business, the loan procedure with the RFC, the procedures relating 
to scarce materials, and a variety of other things. After sketching 
that background the statement comes directly to what we have been 
doing to meet these problems. 

I would like to start with the picture on procurement because 
although these other functions are very important, we tend to regard 
procurement as probably the primary function that has been given us. 

With respect to the spreading of procurement and procuring a 
larger proportion of it for small business, since we were last before 
the committee we actually have started to put into effect this pro- 
cedure for making joint determinations. On March 27, after con- 
sultation with us the Department of Defense issued a general directive 
applicable to all three of the armed services under which we are 
invited to put our representatives into procurement offices, to join 
with them in screening the contracts, to joi with their representa- 
tives in earmarking them, and thereafter im insuring that the contract 
so earmarked will go to small business. 

That directive came out on March 27 and it left it up to each of 
the three services individually to then follow up with the individual 
directors to carry this out. Very soon after March 27 the Air Force 
promulgated its own individual directive and soon thereafter, as soon 
as we were able to recruit part of the necessary staff, we did send a 
group to Wright Field at Dayton, Ohio, where a very high percentage 
of Air Force procurement is handled. We have had a group there 
now for several weeks and they have been starting this process of 
making joint determinations. 

As you will see, from the statement, up to the present time there 
have been 11 joint determinations made jomtly by the Air Force 
and ourselves covering 11 contracts and just over $11,000,000 worth of 
procurement. Those have been earmarked for exclusive placement 
of small business. There are a number of other joint determinations 
that we have proposed to the Air Force but which have not yet been 
finally acted on. We proposed about 22 covering $19 million. I think 
the operation there has started out very hopefully and as the volume 
of procurement increases, as it will after the turn of the fiscal year, 
no doubt, these figures should show a very considerable increase. 

At the same time we are getting a good deal of practical experience 
on how best to carry out this congressional policy, and what kind of 
contracts can be earmarked. 
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That is moving forward quite satisfactorily. In the meantime, the 
Navy has not as yet issued its own individual directives carrying out 
the over-all Department of Defense directives. 

We are disappointed that there has been that delay, but we are 
somewhat pleased that in spite of the delay in getting out the actual 
directives, the Army and the Navy have not opposed our putting our 
representatives into the procurement offices and getting started. 

In fact, we have put our representatives in the Quartermaster 
General’s Department, the Detroit Automotive Center, and the 
Philadelphia office of the Signal Corps and will soon have other repre- 
sentatives in other offices. 

Particularly in the Quartermaster’s office we have likewise there 
begun the proposal of joint determinations on goods procured by the 
Quartermaster General. Now, in addition to this joint determination 
procedure, which I think is the principal operation with respect to 
procurement, there is the responsibility for issuance of certificates of 
competency. 

The issuance of such a certificate constitutes a binding finding by 
us that the small-business man who is bidding on a contract is compe- 
tent to handle it and the procurement agency cannot thereafter turn 
him down on the ground of lack of capacity, though of course the 
question of price remains. 

With respect to the issuance of these certificates which are, in effect, 
a finding by us that the man has the necessary financial means and 
necessary technical capacity, needless to say we cannot issue them 
without the necessary factual study to make sure that each certificate 
means what it says. Therefore, we are issuing them on a very con- 
servative basis. We have up to now issued 20 such certificates. They 
are listed in the back of the prepared statement which I offered for 
the record covering quite a number of millions of dollars of procure- 
ment, $17,300,000, and in a number of those cases the certificate has 
been directly responsible for obtaining that contract for the small- 
business man. 

A number of other cases are still pending, Although the operation 
has been on a small scale, it is, I think, demonstrating that it is a good 
type of operation and that if expanded with experienced staffs so that 

the certificates are based on fact and pan out, this, along with the 
joint determination, will be an extremely useful way of spreading the 
procurement. Now, there are quite a number of other ways in which 
we are acting in the procurement picture and I do not want to take 
the committee’s time to go into a lot of detail on each of them but I 
think it might be useful if I mentioned a few of them by way of example 
so that you can see the general kind of thing we have been doing out- 
side of joint determination and certificates. 

One of them is described on page 7 of the statement which refers to 
the requirement for performance bonds which had been required by 
various of the military procurement agencies under circumstances 
where they were not legally required and where there seemed to us to 
be no practical necessity of requiring the bid and performance bonds 
and also where the effect of requiring these bonds was in many cases 
to freeze out small concerns from competing for these awards. 

We called this situation to the attention of the military services, 
and we have been told that steps will be taken to relax those require- 
ments in situations where the law does not require, or where some 
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other practical necessity does not require it. We look for that change 
to have a very good effect. 

Then, as another example of the kind of thing that comes up that 
you cannot anticipate, as the committee knows, there has been con- 
siderable attention paid by the procurement agencies and by defense 
mobilization to this question of distress areas. 

After that project had been in operation for some time we found 
there were a number of cases where small businesses outside of distress 
areas were losing contracts which they were eligible to get and on 
which, in fact, they were low bidder, because of the manner in which 
the distress-area policy was being applied. 

We have now worked out a revision to the whole distress-area 
procedure under which the small companies are no longer being frozen 
out in that way. 

A number of other items of this character are described in the 
statement: the question of price readjustments, the question of 
renegotiation, and other matters which I will not go into in detail. 

If the committee wants me to amplify any of these subjects, I will 
be glad to do so. If not, I will pass from the question of procurement 
on which I have touched the high spots to the program of financial 
assistance. 

Congress has set up a fund of $100 million out of which the RFC 
may make loans to small businesses but only upon our recommenda- 
tion. They may make these loans under circumstances which other 
loan authorities do not permit so that this is a new avenue of financial 
assistance to small businesses. 

Loans may be made in connection either with small companies 
that have defense contracts or can get defense contracts if financing 
can be procured, or in connection with what the statute calls essential 
civilian purposes. This process which we worked out with the RFC 
has been formally under way since January 1, but of course the first 
couple of months were devoted largely to getting the procedure in 
operation. During the period of time up to now, which is just short 
of 6 months, as you will see from the figures on page 11 and from the 
tabulation appended to our statement we are receiving applications 
for assistance in very great volume running now to over 700 and 
approaching $300 million. 

Of course, a great many of these applications cannot be granted 
either because the applicant is not a small business or because it is 
not the type of activity that we think is an essential civilian purpose 
or defense purpose or because the necessary credit cannot be shown 
to support a loan. 

We have been trying to arrive at a loan policy which will carry out 
Congress’ obvious aim to give special attention to small-business men 
who can participate in the defense program or in essential civilian 
purposes, at the same time applying a conservative and sound financial 
viewpoint in our decisions as to whether or not to recommend these 
loans. 

Up to the present time we have recommended to the RFC 143 loans 
and they have actually approved a total of 87 loans. The detail on 
that is on page 11 of our written statement. 

The geographical distribution is shown in the appendix on the 
back. Perhaps a few illustrations would give a better illustration than 
these naked totals of dollars. Here, for instance, is a small machinery 
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plant in Florida which we granted a loan of $750,000 so it could pro- 
duce 75-millimeter shell cases, obviously an essential defense loan. 

There is another firm in Maryland which has a loan for equipment 
to produce crystals for the Signal Corps. Other examples are cited. 

These loans that we recommend may be approved by the RFC 
either under our statutory authority, section 714 of the Defense 
Production Act, or under one of their earlier and preexisting authori- 
ties, the Reconstruction Finance Corporation Act iself, or section 302 
of the Defense Production Act. 

About half of the loans have been approved under our section of 
the statute, and about half under these earlier sections. 

But it should not be thought from that that these loans which are 
approved under other sections would necessarily have been approved 
in any event, regardless of our action. In fact, the contrary is quite 
clear because a number of these loans they approved under other 
authorities previously had been or were being turned down, and it was 
only after we had taken an appeal, made a further showing in support 
of the loan that the loan was granted. Consequently, it is clear that 
the impact of our activities goes far beyond the loans that are made 
under our own statute and pervades the whole learning operation of 
the RFC. 

Since the date of this statement as an example of the recent weeks’ 
activities, 2 days ago, eight more such loans were approved by the 
RFC, three of them under our section of the statute. 

The loans which are made under our section of the statute tend to 
be small in comparison to the other, small in individual amounts. 

Our loans run about $73,000 on the average per loan, whereas loans 
made under these other authorities run a good deal higher, $120,000 
in case of section 4 (a) of the RFC Act, and $360,000 in the case of 
section 302. 

So that you see that this section of the statute is really serving the 
purpose of helping the small man who does not need too much money 
but needs some money badly in order to participate in the defense 
program or keep his business going on essential civilian activities. 

Now, going beyond the loans, of course our financial people have a 
good deal to do besides that. A number of problems come up from 
time to time, such as the Government’s V-loan program, which is 
referred to on page 12 of our statement. 

We found there that the V-loan program was being administered 
in what seemed to us to be a much too restrictive fashion in that the 
military agencies were not going along with the V-loans unless they 
could make a finding that the individual in question was essential? 
Is that the standard? 

Mr. McHaney. Unless there is no alternative source of supply. 

Mr. Taytor. We have written to a number of the departments 
which administer these V-loans, and two of them have already ac- 
cepted our suggestions for improving their procedure. 

I will pass from the loan program which, once again I have hit the 
high spots on, to the third major part of our activities, and that is 
the matter of the allocation of scarce materials. 

Congress has not given us in that field as substantive and affirma- 
tive a function as in the other two, but they have directed us to review 
all the allocation and priority orders of NPA from the standpoint of 
small business to make sure they are not unduly restrictive, and pur- 
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suant to that function we did join with the NPA in setting up special! 
hardship accounts on copper, steel, and aluminum for the relief of smal! 
businesses who are exclusively or primarily dependent upon the con- 
tinued supply of one of these metals ih order to stay in business. Some 
500 individual small businesses have been benefited by the operation 
of that hardship account. 

Of course, the whole situation on materials at the moment is in a 
state of considerable flux. In the field of copper and aluminum it has 
been loosening up considerably, but whether it will continue to stay 
loose depends upon many international factors we cannot foresee. 

The steel situation is now upset by the strike problem. Apart from 
this hardship pool, it is our principal function to deal with the problem 
of what will happen if controls are relaxed to make sure in the process 
of relaxing controls the situation is not created where small business 
cannot get access to the necessary metals on fair terms. 

One other major project which we have on foot with the National 
Production Authority which does not relate to materials is the matter 
of rapid tax amortization, with which I am sure the committee is 
generally familiar. 

We made a study of the tax-amortization certificates that have been 
granted up to the present time and find that small businesses were 
receiving only about 10 percent of the dollar value of the tax-amortiza- 
tion certificates, although small business accounts for about 42 percent 
of total employment in manufacturing. 

That, of course, indicated that the very process of issuing these 
certificates was tending once again to decrease the share of the total 
economy that small business accounts for. So, there we worked out 
another program with DPA under which we will survey these expan- 
sion programs for a particular industry, endeavor to determine what 
would be a fair share of that expansion to be handled by small busi- 
ness, and then will take such steps as we can to increase the volume of 
applications from small businesses, to inform small businesses of the 
opportunity, and generally try to bring up their percentage to some- 
thing more closely approximating their share of civilian goods. 

Two other things I would like to mention before going on to the 
revolving fund. It is quite clear to us that Congress intended that we 
would not only do the precise things authorized in the statute but we 
would, so to speak, keep a weather eye out for what the Air Force 
called “targets of opportunity,” situations that arise in which some- 
thing needs to be done. 

Therefore, on such matters as wage and salary controls, and other 
things like that, we have tried to study the governmental programs 
that were in operation, and if we found that they were being adminis- 
tered or regulated in a way which was prejudicial to the needs of small! 
business we would urge upon them that remedial steps be taken. 

With that thought in mind, for example, we have proposed to the 
Economic Stabilization Administrator that there be an exemption for 
small firms as was done in the last war, and we have good reason to 
believe that some such exemption is about to be issued. 

Now, passing on to the revolving fund, the request at this time is 
for a $5 million fund. The authorization in the statute is $50,000,000. 
We are requesting $5,000,000 to be actually appropriated, and of 
course you understand that this is not money which will be expended 
and lost. This is a fund to finance the taking of contracts which may 
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be necessary for us to take. The amount we have budgeted here for 
administrative expense for this operation is very small, approximately 
$40,000, and further information about it is on page 17 of our state- 
ment. 

We have come across at least one major filed in which we think 
this power could be utilized to good advantage. The committee 
probably knows that there is quite a movement around the country 
in a great deal of industrial communities to form pools of small 
businesses. 

We are in constant touch with most of those pools, some of which 
have been authorized and some of whcih have not, and they have 
come to us in increasing numbers to solicit our assistance to get the 
pools properly set up and then to get them some work to do. 

Up until recently they have not had too much luck getting Govern- 
ment work to do. 

One way we have helped them has been with the issuance of cer- 
tificates, but that will not always help, and it seems to us that the 
availability of this fund would be an extremely good thing in connec- 
tion with these pools. There may well be situations where the pool 
is technically qualified to perform on contracts, but where there may 
be difficulties in arranging financing, and if we could have this fund 
to fall back upon we could then enter ourselves into a contract with 
the procurement agency and subcontract it out to the pool, using this 
fund to finance it and reimbursing the fund as the contract is com- 
pleted. 

As you will see, from the statement, there was a similar and much 
larger fund available to the Smaller War Plants Corporation during 
World War II, and they took 12 such contracts totaling almost $27 
million, which were let out to about 280 small business subcontractors 
for a variety of articles such as furniture, barges, life rafts, practice 
bombs, and other things. 

Quite apart from the actual taking of these contracts, we also feel 
that the having of this fund would greatly strengthen our end in 
persuading the procurement agencies to place contracts directly with 
small concerns. 

If we have this fund available so that we could ourselves offer to 
take the contracts, we think we would be in a much stronger position 
to persuade them to make these contracts directly with the small con- 
cerns. So that there are in short quite a variety of ways in which we 
think this will be of real benefit to carry out the purpose Congress 
had when it wrote this provision into the statute. 

Now, Mr. Chairman, that covers in very brief compass the contents 
of the statement and our justification. 

In conclusion, I would like to say that of course we are required to 
report to Congress every 90 days what we have been doing. 

There are much fuller statements of our activities and our programs 
in these two quarterly reports we have already submitted to Congress. 

My own feeling is that the small-business program was quite well 
shaped in the statute, and we have worked out good procedures for 
carrying it out. 

I will be quite frank to say that up to now I do not think the major 
benefits that were expected to come from this program have come and 
I think that the reasons are simple: Throughout the 8 months in 
which we have been existing, there have been uncertainties as to the 
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duration of the agency, and a very slender amount of funds to do 
business with. 

Until a few weeks ago we had $350,000, and that lasted us from 
November up to the middle of May. I think what Congress wanted 
to get out of us is a stable situation. I think, if this agency is set on a 
stable footing and given an appropriation which we have drafted—I 
think very conservatively in the light of the variety of functions we are 
called upon to do-—we can get the operations in shape to be of very 
major benefit to small business and to the economy as a whole. 

I think that is all I need to say. 


HELP TO SMALL BUSINESS 


Mr. Wurrren. Thank you very much. 

Since I have been in Congress I have heard more effort to help 
small business than perhaps any other one thing. It sounds good 
because certainly practically everyone I know is very much interested 
in small business. There have been numerous efforts made to do 
something about it; but, judging by the actions of Members of Con- 
gress and other complaints, sometimes I wonder if we have not had only 
a small degree of success. 

From listening to your statement and having read your prepared 
statement, I wondered if you were not some kind of ste child insofar 
as agencies that actually put out the contracts—the military and the 
others—are concerned. 

You are dependent upon getting them to take care of small business 
at present; are you not? ° 

Mr. Tayuor. That is right, we do not have any unilateral power on 
our own to say a contract shall go to small business; and, of course, 
that is something we have given a good deal of thought to. 

My own view has been that we wanted to try the procedure the 
Congress has preseatly enacted and see how it works before we come 
here and recommend a change in the law. 


OTHER SMALL BUSINESS AGENCIES 


Mr. Wuirren. NPA, and most other agencies have small defense 
offices, do they not? 

Mr. Taytor. Some of them have small offices doing particular 
things; yes. NPA had nothing to do with procurement, and these 
other offices in other agencies by and large do not do the same thing 
that we are doing. 

The NPA has an Office of Small Business the principal function of 
which is to assist in drafting these orders on allocations of priorities 
and to give small business advice to the Administrator when he issues 
those orders. They of course do not come into the procurement field 
and they do not come into the loan field and most of these others. 

They formerly had some procurement operations, but they have 
been transferred by Executive order. 


MEETING DEFENSE NEEDS 


Mr. Wurrren. What is the picture so far as our meeting the emer- 
gency or meeting national defense is concerned? 
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Haven’t most of the contracts the Federal Government has in mind 
to meet these goals been let; that is, the initial contracts? 

In other words, are you not getting in after the course has been set 
and ‘after the contracts have been steered in the way that perhaps 
they can be best handled? 

Mr. Tay or. I think most of the horse is still in the stable. 

Mr. Wuirtren. I am not talking about dollarwise, but I mean have 
they % entered into their initial contracts which will likely be con- 
tinued? 

Mr. Taytor. There are a number of what you might call open-end 
contracts where they will doubtless be continued on with the present 
holder but the great majority of procurement is not handled that way. 
There are a great many contracts which will be coming up next year 
from many billion dollars’ worth of procurement which are not on an 
open-end basis where they will have to be awarded again and where 
this joint determination power and the certificate power can come into 
operation very effectively. 


AWARDING OF CONTRACTS 


I was much interested myself in Secretary Lovett’s statement 
recently in which he pointed out the Government has become the 
largest single purchaser in the whole economy. 

Mr. Wuirren. I| noticed that statement and I am sure it is correct. 
But the military seem to be more determined to do it like they want 
to as against listening to you. They seem to have their own ideas 
and further them and you are helpless so far as requiring them to do 
otherwise. 

Mr. Taytor. I think “helpless” is perhaps putting it too strongly, 
Mr. Chairman. 

I think that we will see from now on a pickup in the percentage 
going to small business. 

I think that is not solely due to the actual power we have in the 
statute but due to the obvious determination of Congress that some 
change be made here and due to our own efforts to make the military 
departments aware of the disposition of Congress. 

I think the military departments will have to be alive to that. 

Mr. Wuirten. I| wonder if they will not continue to get around you 
on the basis that they would rather deal with a few people as against 
dealing with many? 

Mr. Taytor. I think that second factor you mention is usually the 
governing one with them. 

I do not think that in most cases there is any desire to try to give 
it to big business at the expense of small business; but, as you say, it 
is much easier—the companies are better known to them, they have 
formed a certain kind of purchasing habit, and that is what we need 
to adjust; that is precisely what I think we can do with these joint 
determinations. 

ACTION TO BE TAKEN 


Mr. Wuirrten. Is it not a lot better to give thought to making such 
provision as might be necessary in the law governing the letting of 
contracts? Your answer may be “We can’t get that in a law.”’ 
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Well, if we cannot get it in the law, the other side of it is, “Are you 
going to get action any other way?” 

Mr. Tayzor. I do think even if you change the law to make this 
a mandatory word, you would still need to have people handling 
small business procurement and involved in it who are not directly 
responsible to military authorities. That is the signifieant element 
in this program. 


VOLUME OF CONTRACTS AWARDED TO SMALL BUSINESS 


Mr. Waurrren. How many contracts now have you been instru 
mental in getting them to award to small business and how much 
money is involved? 

Mr. Taytor. On these joint determinations in the few weeks we 
have been up, those at Wright Field alone run to about $11 million. 

That of course takes no account of quite a multitude of other indi- 
vidual cases where we have helped in getting a bank loan where we 
have done a great variety of things to help the individual get the 
contract. 

I might say these efforts have not gone unappreciated at all. We 
could furnish the committee, if the committee is interested, quite a 
file of letters from small-business mea who feel that our efforts helped 
them get government contracts. 

These powers you have given us only began to be exercised a few 
weeks ago. You will not see the result of that for a few months. We 
have to establish relations with the military which has been done by 
the directive we carried out with the Army and Navy; we have to 
recruit the people, get them in there, learn the job—which takes a 
little time despite our experience in the field—and then after we have 
made a joint determination there is, of course, time before the actual 
award is made. 

So I think it would be too much to show a percentage change 2 
weeks or a few weeks after getting these people into procurement agen- 
cies. Ido think that by the fall we will have enough experience under 
the statute as presently drafted so we will know whether or not this 
is an effective procedure. I think it will be and I think that experience 
during World War II bears that out because this is, in many ways, 
the same thing the old SWPC did. When they started operations 
the percentage that small business was getting on a prime basis was 
around 14 percent and by the end of the war it was about 30 percent. 

So I think we will show results from it. That is not saying I fore- 
close my mind to recommending that the statute be strengthened from 
the standpoint of our power to determine that small business should 
get particular contracts. We may well come to that but I think even 
short of that we can make a real contribution. 


TRANSFER FUNDS 


Mr. Warrren. What funds have you had transferred to you from 
any other sources? 

Mr. Taytor. We have had transferred to us from the Department 
of Commerce, $50,150. 

That was in connection with the transfer to us of ail their functions 
with respect to procurement. 
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RELATIONSHIP TO NPA 


Mr. Wuirren. What is the relationship between your office and 
the office in the NPA? 

Mr. Taytor. You mean legal terms or personal terms? 

id Warten. How do you fit together what they do and what you 
do? 

Is there any duplication or cooperation or what? 

Mr. Taytor. The only field in which we work jointly is the materials 
field, because they are not concerned with these other financial 
activities. 

In the procurement field, yes; we work very closely. We have no 
legal relationship because Congress provided our agency should be 
independent so we are not under a common roof. ut we did work 
closely with them in developing this hardship account that I men- 
tioned. We also work with them in developing this program for a 
share of tax-amortization certificates for small business; things like 
that are joint projects. 

TAX AMORTIZATION 


Mr. Warrren. It is your understanding, then, that tax-amortiza- 

tion certificates are an asset or benefit to any plant for the first 5 
years? 
' Mr. Taytor. Well, of course, the extent to which these certificates 
are of benefit to the plant depends to some extent upon earnings. 
This is a tax benefit; unless you have something to set it off against, 
it is not a benefit. But of course the idea and theory is that these 
certificates will be an enormous stimulant to someone who wants to 
expand his plant. 

Mr. Warrren. On the other hand, one who has it has an advantage 
and if it is granted to some it would tend to keep others from doing 
it if they could not be treated on this same basis; would it not? 

Mr. Taytor. That is precisely why we proposed this program of 
fixing a portion of what would represent a fair share for the small 
plants. That is the program I described before. That, we think, will 
tend to at least diminish any tendency for these things to settle in 
big business at the expense of small business. 


RELATIONS WITH MILITARY SERVICES 


Mr. Wuirren, What is the relationship between your office of 
central procurement and the small business unit in each of the military 
services and in the Munitions Board? 

Mr. Taytor. They are concerned with procurement. The Muni- 
tions Board has a small office devoted to small business which does 
primarily two things. They run what they call the military procure- 
ment information center which assists the small-business men who 
have come to the Pentagon and want to know where to go to get 
contact with people who might be interested in contracting arrange- 
ments. They also are the policy advisers to Mr. Small, Vice Chairman 
of the Munitions Board, on small-business problems. 

They of course do not have these powers of joint determination or 
certificates. They cannot do any of those things. 
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So that they function chiefly as advisers to Mr. Small on small 
business. 

Does that answer the question? 

Mr. Wuirrten. I think that probably answers it to the extent it 
can be answered. I can realize that units within the departments 
do not always operate closely with you and it may take you and them— 
and from the complaints I hear it will take still a third one—to get 
what many people feel they should get in the way of dispersing these 
contracts. 

Mr. Taytor. I would like to say again that on that Munitions 
Board office they do not have the statutory authority to take or do 
this work on jomt determinations or certificates, nor; of course, do 
they enter into the financial picture or the materials picture. 


EMPLOYMENT AND OBLIGATIONS 


Mr. Wuirren. What is your personnel for the present quarter: 
and your estimate for the first one in the next quarter? 

Mr. Taytor. Under the budget approval for the last quarter of 
1952 we had total personnel of 485. Our actual personnel at this 
moment is about 268. 

Mr. Hanna. In excess of 268—about 280 on the rolls, 74 in process; 
total of 354. 

Mr. Taytor. I have that here and I can give it to you. 

Mr. Wuirren. You might supply for the record your obligations 
for the fourth quarter of 1952 and the first quarter of 1953. 

Mr. Taytor. On June 13 we had 276 people actually on the payroll. 

(The information requested is as follows:) 

The quarterly rate of obligation for the employees estimated to be employed 


on June 30 would amount to $557,462. The estimated personal services obliga- 
tions for the first quarter of fiscal year 1953 would amount to approximately 


$800,000. 

Mr. Wurrren. How many of those are in Washington and how 
many of those are outside Washington? 

Mr. Taytor. Well, we have outside of Washington at the moment, 
I believe, 12 offices. 

Mr. Wuitren. You might list in the record the locations of those 
offices and the number of people presently employed there and the 
number to be employed there. 

Mr. Taytor. I will be glad to supply that for the record. 

(The list referred to follows:) 
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Small Defense Plants Administration—Number of personnel by field offices, 
procurement centers and Wright Field 
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1 Including actions in process. 


Mr. Taytor. The field offices are at the moment still considerably 
under strength. That is where the bulk of the recruiting is being 
done. 

Our budget—to finish answering your question, Mr. Chairman— 
for this year calls for a total personnel of 564 as compared to 485 for 
the last quarter of 1952. 


RELATIONSHIP OF CENTRAL AND FIELD OFFICES 


Mr. Wuirren. What is the relationship between the field offices 
and the central office here? 

Mr. Taytor. Of course, we retain final authority, but we delegate 
and will increasingly delegate, responsibility to them. 

Now on this loan proposition, for example, at the moment we do not 
recommend the loans unless the applications come into Washington 
and the loan section here has a chance to review them. 

As you may know, the RFC up until last vear had delegated to its 
field offices authority to approve loans up to $100,000. They then 
withdrew that. They have within recent weeks redelegated that 
authority to the field offices to handle loans up to $50,000. 

We plan to delegate to our field offices authority to approve loans 
up to some amount, perhaps $50,000, not definitely decided yet, but 
not until we have all our loan people hired and properly oriented and 
in the operation long enough to know all the standards that should be 
applied. 

NEED FOR VARIOUS SMALL BUSINESS UNITS 


Mr. Wuirren. Why should we—and this is not directed to you as an 
individual—not provide the Munitions Board which has to do with 
stockpiling and the acquisition of metals and other things that we 
need—it has a unit of small business—let it do that part which it 
apparently has people to do now? The military services each have 
small business units and they are presumably in uniform and in close 
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contact with the purchasing offices and others in the Departments, and 
the NPA which has similar work to yours, that is, they have a small 
business unit that is supposed to do that; the RFC is in the lending 
business, it has certain limitations on its present loans, normal loans, 
but it would not take too much to expand it to where, for these 
particular purposes, they could do what they now do after you 
recommend it. 

Mr. Taytor. Yes. 

Mr. Wuirren. Now why have a separate group doing what each 
of those has a group set up to do? 

Mr. Taytor. I think that you pretty well indicated the answer to 
that—quite well—back in the hearing when you pointed out factors 
which prevented the military from giving small business a proper 
share of procurement, or that they get accustomed to dealing with 
big, better-known companies. I think what you will lose there is 
essentially the independence of action which accounted for Congress 
setting us up. If you remember, Congress carefully provided in the 
statute that we should not be under any other agency and I think 
the obvious reason was that with respect to materials and loans and 
procurement, and all these other things, it was felt that the operating 
agency would not bring to bear on the problem a sufficiently small 
business point of view. Now, if you gave our functions on joint 
determinations to the Munitions Board, for example, it would cease 
to be a joint determination. You would simply be saying to the 
military, “‘They can give the contract to small business if they want 
to.” hen you make it joint, we are in a position to bring leverage 
to bear on them, if it is not a fair proportion, by tabulating the por- 
tions where we think the contracts should go to small business and 
do not, and reporting that information, we can do a number of things 
which obviously the Munitions Board could not do. 

Mr. Warrren. What could you do if this occurred and you had 
tabulated such items? 

Mr. Taytor. The fact that we can propose these joint determina- 
tions, we think, will itself mean a lot of them will be acted upon favor- 
ably as indeed has been our experience at Wright Field already. 

Now, if, in some technical services we find that we are not getting 
a sufficient response to our proposals for a joint determination, then 
we would obviously report our experience in detail and in our quar- 
terly reports we would bring it to the attention of the appropriate 
congressional committees. Also, we might think seriously about the 
suggestion that you, Mr. Chairman, made a while ago about amend- 
ing the statute to give us a slightly stronger arm. 


AVERAGE GRADE AND SALARY 


Mr. Wurrren. Turning then to your personnel I notice your average 
is a GS-10, $6,683. Is that not considerably above Government 
generally? 

Mr. Taytor. Well, first, Mr. Chairman, it is considerably lower 
than it was for fiscal 1952. You will notice that the average grade 
has come down from GS-10.6 to GS-10, and the average salary has 
come down from $7,048 to $6,683. 

What accounts for that decline in the average salary is that our 
budget for 1952 was very parsimonious on clerical staff and of course 
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providing for such a small amount of clerical staff tended to raise the 
average salary. I think you will find most of these differences among 
agencies—at least part of them are governed by that factor. This 
has come down along way. Iam looking at some of the other agencies 
and I see a number that are still higher than we are, some that are 
about the same. But I would think that this is a matter of the 
proportion between professional and clerical people and this budget is 
somewhat heavier on clerical than our previous one. So I do not 
think that average salary is unduly high. 


RELATIONSHIP WITH THE DEPARTMENT OF COMMERCE 


Mr. Wuirren. To what extent are you utilizing the field offices of 
the Department of Commerce? Are you in the same cities as they 
are? Do you have separate units in the same cities? Are you in 
different areas? 

Mr. Taytor. The cities we are in, the Department of Commerce 
is also in but it has offices in a great many cities where we do not and 
will not have offices. We have two types of field offices. If a city 
has a large number or has even one important Government procure- 
ment office, then we place our personnel in that office to make these 
joint determinations. In addition, we have offices in the regional 
centers of the 13 regions set up under the uniform pattern for all 
Government agencies. These offices perform the other procurement 
functions in addition to loan and other financial services, certificates 
of competency investigations, technical assistance, materials assist- 
ance, and so forth. We have one office at Wright Field because that 
is where Air Force procurement is centered; we will have offices at 
Detroit and Los Angeles which are very large procurement centers 
but not in the regional list, and we may possibly have a few more 
depending upon the demand. 

o go on with your question, the Department of Commerce offices 
in those cities are not doing the same things that we are doing. Their 
offices are very predominantly concerned with the allocation of mate- 
rials and indeed they are endeavoring to pass over to us as rapidly as 
possible what they have been doing on procurement. They of course 
do not make joint determinations or issue certificates or have any- 
thing to do with financial programs. So that the amount of duplica- 
tion is slight and even that slight amount, I think will be eliminated 
as we worked out this problem with Commerce. 


REVOLVING FUND 


Mr. Wuirren. Does it not strike you as being a little bit out of line 
for the Government to contract with another arm of the same Govern- 
ment? 

Mr. Taytor.: No; it does not. 

Mr. Wuirren. I can see if you can’t get them to do it any other 
way, but if you had the money you went in there and said, ‘Well, 
I will take the contract,’ they would still have to determine whether 
or not the fellow you intended to let have it could do the work for 
them, whether he could bring it up to specifications, they either have 
to look to you or to him to guarantee it. If they look to you it would 
be the Government guaranteeing any loss they had and if you made 
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up the loss, the same Government would lose it. If it reached a point 
where we have got to do that, we had just as well write it into the 
law that the military shall do it in the first instance; is not that right? 

Mr. Taytor. Of course the military, or any other procurement 
agency is faced with the risk of loss just as much when they contract 
with a private party to do the job, so that risk of loss on a contract is 
present no matter how it is done. 

Mr. Wuirren. But under the other situation even though you 
had urged them to, they would go look the man over and they will 
pass on whether he had to have a bond or not, a performance bond 
and with proper surety? But under this you get $5,000,000 as I under- 
stand it correctly; you plan to go in and say ‘We will take this con- 
tract.” You say that to the Army and Navy. 

Mr. Taytor. That is right. 

Mr. Wuitten. And you farm it out. 

Mr. Taytor. Yes, sir. 

Mr. Wuirren. You would have the Government looking to the 
Government. 

Mr. Taytor. The procurement agency would look to us and we of 
course would look to the subcontractors just as the military would 
have had to look to them if they had contracted directly. Conse- 
quently, the question of recourse against a private individual, I do 
a think is any different whether the military does it or whether we 

O it. 

Mr. Wuirten. I notice you expect that revolving fund to stay 
intact. Would you figure on it paying the overhead, the personne’ 
cost, or would that be absorbed? 

Mr. Taytor. Personnel cost out of this fund is very small, $40,000, 
we estimate for the year. The actual expenses might be smaller than 
that, 1 do not know. I get the feeling, Mr. Chairman, that you think 
there is something quite unusual and unprecedented about this kind 
of a set-up but I would point out—— 

Mr. Warrrten. I think it is. 


OPERATIONS OF OLD SMALLER WAR PLANTS CORPORATION 


Mr. Taytor. This is just what was done during World War II. 
Now, when we were up before this committee before, you asked us to 
try to find out whether the old Smaller War Plants Corporation had or 
had not suffered a loss on these contracts. It was impossible to 
determine that absolutely because the old SWPC did not have a 
separate revolving fund like this. Their prime contract operations 
and loans and everything else came out of one fund so you could not 
isolate it. 

Upon talking to people who were in the agency, we were informed, 
on what I think is reliable authority, that they broke about even. 

They had small profits on a few contracts and small losses on a few 
but they broke about even. 

Our purpose in administering this fund would not be to make a 
profit and it would not be to take a loss. Our purpose would be to 
utilize the fund simply as a financial fund against which we can 
channel contracts to subcontractors just as we did in World War II 
and with special emphasis on pools. 
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As I said, we believe the fund would be most helpful in placing 
procurement with these pools which are springing up all over the 
place. There is considerable enthusiasm for forming pools from the 
small-business man, and for this reason—many small-business men 
are unhappy because it is difficult for them to take contracts for big 
articles or in big amounts. It makes them feel they are being left out 
of a very important part of the defense program. So they are inter- 
ested in forming a pool. 


PROTECTION OF UNITED STATES GOVERNMENT 


Mr. Wuirren. Could we not just authorize you to become surety 
for these small contractors? If you are Government and you issue it 
to another Government agency, I cannot see that there will be any 
protection to the Government. 

Mr. McHaney. I think this pool authority gives us in a small meas- 
ure the kind of power you mentioned earlier, namely, the right to pick 
the contractors ourselves instead of the military. That in the final 
analysis is all this amounts to, the military and our agency are part 
of the same Government but when we take the prime contract, we 
pick the people who are actually going to perform it in lieu of the 
contracting agency. 

It is essential that we have the fund in order to have the ability 
to do that. We can’t do it without it. 

As far as the contracting agency first satisfying itself about the 
competence of the people to whom we will contract, I think they will 
not do that. 

Under the statute we have the power to certify to the procurement 
agency that we are competent to perform it and they must accept it 
and then it will be our responsibility to see that the contract is properly 
performed. It is a question of our judgment to pick competent small 
concerns as against a procurement agency which would not in this 
particular case have given that contractor, the small concern, the 
contract. 

CERTIFICATES OF CAPACITY 


Mr. Wuirren. Yes; but they still would not have to give it to you. 
If you had $50,000 there is no law that governs the letting of military 
contracts that would require them to let you have the contract to 
farm out, nothing compulsory. 

Now, if I am right Bs de that, would they not want to know where 
you were going to put this contract? They know you and this group 
of people you have got working for you cannot do it, so they know you 
are going to farm it out. Would they not require you to tell them and 
go through this showing before they would actually award it anyway? 

Would they not still reserve the veto right? Would they not 
reserve the veto right on the end contractor before they would go 
ahead with you? 

Mr. Tayuor. In connection with the issuance of the certificates 
of competency we have to make exactly that same kind of determina- 
tion and under the statute once we have made it, they cannot question 
it. 

Mr. Wuirten. No, but they can get around it some other way. 
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Mr. Taytor. Not on the ground of technical incapacity or lack of 
financial stability. They could do it on the ground that the price 
is not right. For example, if we go to them and say we want to take 
a certain contract, they can say, ‘‘O. K. this will be the price.”’ 

We must satisfy them on price. As far as guaranteeing satisfactory 
performance, we are out on the same limb, if you want to put it that 
way, whenever we issue a certificate on capacity or credit, and we are 
in the same position, if we should come in and say ‘We will take this 
prime contract ourselves and farm it out to subcontractors.”’ 

Mr. Wuitten. The question is whether through this means we 
are taking a step toward your objectives which we all know, or whether 
there is some other approach that might doit. 

That is all for me. 

Mr. Fogarty? 


TYPE OF OPERATION TO BE PERFORMED 


Mr. Fogarty. Mr. Taylor, I think you find yourself in a little 
different position than the other agencies of Government that have 
appeared before this committee. This authorization was not enacted 
into law until 11 months ago, end of July. 

Mr. Taytor. That is correct. 

Mr. Focarty. It was not until October that you took over? 

Mr. Taytor. October 19. 

Mr. Focarty. So you have only been operating a short time and, as 
I recall, the first appropriation was in the neighborhood of $300,000. 

Mr. Tay tor. $350,000. 

Mr. Focarty. That was for the purpose of planning and making 
policy for the type of operation you were going to perform. 

Mr. Taytor. Yes, sir. 

Mr. Focarty. And it was spelled out by Congress for you to do 
that. You were doing what Congress told you to do. 

Mr. Taytor. Yes, sir. 

Mr. Fogarty. That was our responsibility. Then you came back 
for a request in the third supplemental of $825,000 and a $10 million 
revolving fund. Congress, by an overwhelming vote gave you the 
$825,000 to continue this work with, but much to my regret we missed 
out on the $10 million revolving fund by only 10 or 11 votes. I think 
the reason we lost on that was because of some misrepresentations that 
were made on the ffoor against the revolving fund. So you find your- 
self in a different position than the other agencies because you have only 
been in operation a short time. In these operations you are following 
the dictates of Congress and nothing else. 

Mr. Taytor. Yes, sir. 

Mr. Fogarty. The Congress enacted this legislation and gave you 
the appropriations to do a job and that is what you are concerned 
with, in doing what we have told you to do through legislation? 

Mr. Taytor. Yes, certainly. 

Mr. Focarty. I do not think this is fair, that anyone should expect 
concrete results at this particular point in your program because of 
your inability to get going. I think if the third supplemental bill 
had been passed and signed a short time after it had passed the House 
you would be in much better shape now but that bill was only finally 
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signed by the President in the last week or 2 weeks, something like 
that. 

So as a consequence, you have been held down all the way along. 
Now, as I look at this particular problem, I think Congress realized 
the problem they had during the last World War and I was here all 
during that emergency and I found through actual experience that 
the only way that the small-business man could get any information 
or any help or relief or fair share of defense work was through the 
Smaller War Plants Corporation. I think that is why Congress 
unanimously adopted this legislation in July. 

After thorough hearings by the Small Business Committees on the 
House and Senate side they unanimously referred this bill and wanted 
it to be an independent agency because the majority of Congress felt 
that the only way you can help small business is to keep this agency 
independent. 

Mr. Taytor. That is very clear in the statute. 

Mr. Focarry. With the military and everybody else, it has been 
my experience and I think it has been the experience of most Members 
of Congress that when they deal with the military they find that the 
military does not care about thousands or millions of dollars, they 
are dealing in billions and the easiest and least course of resistance is 
for them to operate with big business. 

Some sl say why not let them go? That freezes out, in my 
opinion, the small-business man, because he doesn’t have the assets, 
he doesn’t have the profits, he doesn’t have the 5 percenters down 
here in Washington to represent him with these military procurement 
offices all over the country, which every Member of Congress knows is 
going on, it is going on today. I think it is the only way we can do 


anything. If we as Members of Congress want to do something for 
small business, not only talk about it, but do something, this is the 
only way we can do it. 

I personally think with the limited amount of time that you have 
had for setting up the program and getting going that you have done 
a remarkable job in the short time you have been in existence. 


USE OF REVOLVING FUND 


Now there is a question about this revolving fund. I hope that you 
get about $25 million. Congress authorized up to $50 million, didn’t 
they, in the revolving fund? 

Mr. Taytor. Yes; the authoriztion was for $50 million. 

Mr. Focarry. As it was explained to me during the last World 
War when they had this revolving fund, it was more as a persuader 
than anything else, that it made it easier for the Smaller War Plants 
Corporation to get some attention for small business in the awarding 
of these contracts, as long as they had that amount available to take 
contracts if they saw fit to do it. 

Mr. Taytor. Yes, sir. 

Mr. Foaarry. As a result, that was one of the reasons that the 
percentage of contracts going to small-business firms grew from 14 to 
25 percent. I think that was testified to before the Small Business 
Committee of the House. I don’t think there is any question about 
profits or losses on this. I think from what you said awhile ago that 
perhaps they have broke about even, but even if they lost a few dol- 
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lars, so what? Look at the number of small-business men whose 
business was saved because of that action. 

I know from actual experience—maybe I am a little bit more con- 
cerned than some Members of Congress because in the section | 
come from we are having a high rate of unemployment and I know 
from personal experience that during the last war this sort of a set-up 
really helped and was the only way these people could get any relief 
or any satisfaction. 

To my own personal knowledge, in this emergency we are in now 
I know of four or five plants in Rhode Island that would be shut down 
today if it had not been for this agency. 

Now I think that is something concrete, and something that I 
think the record speaks for itself on. 


COOPERATION WITH THE MILITARY 


Now you mentioned in some of these directives that the Air Force 
has been cooperating with you people. 

Mr. Tayuor. The Air Force put out their directive very promptly. 

Mr. Focarty. And the Army and Navy have not? 

Mr. Taytor. They have not as yet done so. 

Mr. Focartry. What is the main reason they have not? Is it 
because they just don’t want to cooperate or what? 

Mr. Taytor. Well, what the underlying reasons are I am not sure 
that I fully know. The particular disagreement that has prevented 
the issuance of a directive so far is that they take the position that they 
must themselves decide whether procurement is to be advertised or 
negotiated and that we should bring our joint determination into play 
only if they have decided to negotiate procurement. That would 
enable them to make the joint determination inoperative as to a very 
large and important part of the procurement program. 

We have indicated to them we don’t think that is carrying out the 
intent of Congress, and we don’t feel that it would be a satisfactory 
solution. This matter has not been finally resolved. The Depart- 
ment of Defense directive creates no such problem. 

I am very hopeful that the Army and Navy soon will follow along 
with what the Department of Defense directive already requires. 
As I say, we have been able to commence operations in a small way in 
the Quartermaster Corps. 

But to answer your question more directly, I believe you are quite 
right. I don’t think there has been proper and full desire to carry out 
the congressional policy that there should have been. 

Mr. Foaarry. That is exactly the reason Congress passed this law, 
because of past experience they have had with the military authorities. 

Mr. Taytor. It shows why the agency has to be independent. 
That carries out very well the point you are making there. 

Mr. Focarry. It seems. to me they think they are bigger than 
Congress and always have, in my dealings with them, and I think 
that is the reason this bill was passed. 

Now what do you intend to do about it if they don’t show any 
better cooperation? When is your next quarterly report? 

Mr. Taytor. July 15. I have recently written to Mr. Lovett to 
bring this problem to his personal attention, and I am hopeful that 
we will be able to sit down together and resolve this. Of course, if 
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we are unable to, the very reason Congress made us independent is 
so that this agency can act independently with respect to the executive 
branch and the congressional branch of the Government. I would, 
therefore, take steps to report this to the Chief Executive and to the 
appropriate congressional committees. 


COMPARISON OF APPROPRIATIONS 


Mr. Focarry. How does your appropriation for fiscal 1953 com- 
pare with 1944 of the Smaller War Plants? 

Mr. Taytor. Very small compared to that. It is very small in 
terms of dollars and even smaller in terms of personnel because money 
went further then. 

If I recall correctly, the Smaller War Plants Corporation had a 
budget of around $11 million in 1944 and of course with $11 million 
then you could do a lot more than you can with $11 million now. In 
1943, its budget was $7,500,000; 1944, $12,006,000; 1945, $10,000,000; 
1946, $8,000,000. 

BUDGET REQUEST FOR 1953 


Mr. Fogarty. What did you request the Bureau of the Budget for 
in your regular appropriations for 1953? 

Mr.Taytor. Werequested from the Bureau of the Budget $5,400,000. 

Mr. Fogarty. They gave you four million two? 

Mr. TayLor. $4,200,000. 

Mr. Focartry. What was your revolving fund request? 

Mr. Taytor. We requested originally $25 million. 

Mr. Fogarty. $25 million? 

Mr. Taytor. Yes. 

Mr. Focarry. All they gave you was five? 

Mr. Taytor. That is correct. 


POOLS OF BUSINESSMEN 


Mr. Focarry. How do these pools operate? How did you say 
they were set up? 

Mr. Taytor. When we came into existence, I believe there were only 
seven that had been approved. Since that time the number addi- 
tional that have been approved by the Antitrust Division—I will have 
to furnish for the record the exact figure unless Mr. McHaney happens 
to know it offhand. 

Mr. McHaney. Fourteen is the last figure I have. There may be 
one or ‘two additional. 

Mr. Focartry. These worked successfully in the last World War, 
did they not? 

Mr. Taytor. I think so, yes. 

Mr. Focarry. A pool, as I understand it, is a group of small- 
business men who pool their resources together to take the prime 
contract. 

Mr. Taytor. That is right. 

Mr. Fogarty. Where one individual could not possibly do it, but 
four, five, six, or eight could do it, and it worked out successfully 
during the last war? 
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Mr. Tayitor. Yes. Most of these pools seem to be organized by 
cities. I don’t know of any reason why they couldn’t be organized 
in some other way, but so far they tended to be aggregations in a 
particular metropolitan area. They have a pool manager, or one 
company takes the lead and obtains contracts. By pooling their tools, 
their employees, their skills, and their finances they can handle 
contracts which one plant could not. 

This is a way of getting them into a bigger field of operations than 
any one small business can get into. 


REACTION OF SMALL-BUSINESS MEN 


Mr. Focartry. What has been the reaction of the small-business 
man since this has been in operation? Have you had any criticism 
at all? 

Mr. Taytor. We have had some criticism, yes, and I guess any 
agency that does its job gets some criticism. I wouldn’t want to 
say we have had no criticism but we have had relatively little, very 
little, I would say, from the small-business community. 

On the other hand, we have had a great many very encouraging 
expressions of individual opinion from individuals whom we have 
helped and collected opinion from small-business associations that 
are familiar with what we do, and have been cooperating with us in 
the development of the program. 

Mr. FoGarry. Small-business associations all over the country 
are in favor of this program, are they not? 

Mr. Taytor. All the ones I am familiar with are. 

Mr. Foaarry. I know in my particular section they are. 

Mr. Taytor. There is an effective association im New England 
that we know and work very closely with, and there are others m 
other parts of the country. 


RESULTS TO DATE 


Mr. Fogarty. If I could just say one thing in connection with what 
you have been bringing out here, you pointed out the difficulties we 
have had in the very short time the agency has been in existence, 
and it is of course very true that our program has been held within 
very narrow limits by the question of funds. 

Mr. Taytor. I would not like to say, however, that we have had no 
concrete results because of these reasons, because when we first took 
over—— 

Mr. Focarrty. I did not say that. I said you have been delayed, 
but even though you have been delayed, you have produced concrete 
results. 

Mr. Tayuor. I think so; yes. We have the loan program rolling, 
we have started making joint determinations, and we have handled, 
I think to good advantage, a great number of individual cases. It 
seems to me it would have been poor policy and not carrying out con- 
gressional intent if we had settled back because of the small amount of 
money and said we could’t do anything. 

We set out to do something and evolve a program. 

Mr. Focarry. When did this directive of the President take effect 
on the removing of the procurement powers from the Department of 
Commerce and putting it into your office? 
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Mr. Taytor. I believe it was in January. I can get the exact date. 

Mr. Fogarty. Just put it in the cote 

Mr. Taytor. February 5, 1952. 

Mr. Focarty. You are the only small-business operator that has to 
do with procurement now? 

Mr. Taytor. There are 16 people in the Munitions Board office 
principally advisers to the Munitions Board, who run that center and 
there are small-business people in each of the military departments; but 
the answer to your question is substantially “Yes.” e are the only 
independent small-business agency. 

Mr. Fogarty. You are the people that the small business man has 
come to know, in the past 6 months, as the arm of the Government 
that is set up to help him. 

Mr. Taytor. That is devoted to his interest and is his spokesman. 

Mr. Fogarty. I don’t have anything more. 


BUDGET REQUESTS 


Mr. Forp. Mr. Taylor, I believe you testified that your agency 
had requested $25 million from the © onan of the Budget for a re- 
volving fund for the next fiscal year and the budget as approved 
allows $5 million. 

Mr. Taytor. Yes. 

Mr. Forp. Prior to the submission of the third supplemental, what 
did your agency request of the Bureau of the Budget for the revolving 
fund? 

Mr. Tayuor. Prior to the submission of the third supplemental for 
the final quarter of 1952—do you recall, Mr. Hanna? 1 believe we re- 
quested 25 then also. 

Mr. Forp. You requested $25 million for the revolving fund? 

‘Mr. Taytor. We were at that time dealing only with one quarter 
of the fiscal year, and in view of that fact we may have requested less, 
but we can check on that. This of course is for the entire fiscal year, 
and we requested $25 million. 

Mr. Forp. Is it correct that any authorization you get for your re- 
volving fund expires at the end of the fiscal year, or that once you get 
the authorization and appropriation, it continues ad infinitum? 

Mr. Taytor. The latter is true; the revolving fund would continue 
on. It may well be that we requested $25 million, but I would like to 
be sure before answering your question on the record. 

Mr. Forp. Whatever that is; correct it. 

Mr. Taytor. Yes. 

(Notzr.—The budget estimate submitted to the Bureau of the 
Budget for the final quarter of the fiscal year 1952 contained a request 
for $50,000,000 for the revolving fund.) 


ISSUANCE OF CERTIFICATES OF COMPETENCY 


Mr. Forp. Earlier you testified that in issuing these certificates of 
‘competency, the pgeney was to some extent stic its neck out. 
Mr, Tay.or. I meant to say is these certificates are goin 


to 
be given to the procurement agency, and they are then bound to 
follow our judgment on capacity and credit. 


205538—52—pt. 2——21 
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When I say we are sticking our necks out, I mean if one of our 
certificates doesn’t prove out, it will depreciate and deteriorate the 
value of further certificates we might issue; and therefore I am very 
anxious that these certificates shall prove out and stand up. 

Mr. Forp. I notice in your statement that as of now you have 
issued 21 certificates of competency involving $17,382,251 of contracts. 

Mr. Taytor. Yeas. 

Mr. Forp. For reasons which I will explain later I am very inter- 
ested in what amounts to a certificate of competency and if I am on 
this subcommittee when the budget comes up, I will ask you to list 
the certificates of competency and to list the records of those com- 
panies who have been issued certificates of competency to see whether 
or not the judgment of your agency was sound, and so forth. 

Mr. Taytor. I should think that would be a very good thing to do. 
We have listed the certificates issued in our quarterly report and we 
listed them in the statement I have filed here. 

Mr. Forp. That is very good, as a matter of fact. Let’s take a 
hypothetical example, and it is based on experience I had in my office. 
Supposing the Quartermaster Corps in Chicago under General X 
wanted to procure 117,000 folding chairs to be delivered in ninety 
days. They had thirteen or fourteen bidders. There were several 
contracts involved, totaling around $435,000. 

The bidders on the several contracts came from diverse areas 
throughout the United States; one was in Memphis, Tenn.; one was 
in Grand Rapids, Mich.; others were widely spread throughout the 
country. 

Now if you have these field offices, and we will say you have one in 
Memphis, Tenn., and you have one in Grand Rapids, Mich., and you 
have one elsewhere, and each of these companies in these respective 
communities are bidding on these contracts. Do they go to you for a 
certificate of competency or do they go to the Quartermaster Corps? 

Mr. Taytor. If they want a certificate of competency, they come to 
us, because we are the ones empowered to issue it. 

Mr. Forp. If they go to the Quartermaster Corps in the first 
instance—and I suppose that would be the first step—and are allowed 
one, there is no problem as far as a bid on that contract is concerned. 

Mr. Taytor. If they went to the Quartermaster Corps and no 

uestion is raised about their capacity or credit, then of course they 
don’t need a certificate. 

It is usually when they go to the Quartermaster or other procure- 
ment agency and their capacity or credit is questioned, then they come 
to us. 

Mr. Forp. Let’s assume the Quartermaster Corps in Chicago under 
General X turns them all down. 

Mr. Taytor. Turns them all down? 

Mr. Forp. Turns them all down. Then the one in Mempbis goes 
to your office and the one in Grand Rapids goes to your office in Grand 
Rapids. 

Isn't there likely to be a prevalent attitude in your office in Memphis 
and an attitude in your office in Grand Rapids to help those respective 
companies under their jurisdiction, so they might bend over back- 
wards and issue a certificate of competency, not wilfully, I mean just ° 
because it is part of their function to get the job done, to get small- 
business contracts in Memphis and Grand Rapids. 

Isn’t that a possibility or do you have certein criteria by which 
they are preventéd from issuing certificates of competency to com- 
panies that are really incompetent? 
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Mr. Taytor. Well, as I say, at the moment these regional offices 
can’t do it at all, and we wouldn’t delegate that power to the field 
until we are pretty well satisfied that uniform standards are being 
applied everywhere. 

At the present time these all come in to Washington and I sign 
every one, and I don’t sign them until I have engineering, technical, 
legal, and credit approval from our offices, so in that way we try to 
achieve uniformity. 

In connection with the certificates I would like to add this. A 
certificate merely means that that man cannot be rejected on the 
grounds of his capacity. It doesn’t mean he gets the contract. 

It would be quite conceivable that we would issue certificates on 
the same contract to two or three small businesses and certify them 
all as competent but who gets the contract is decided on the question 
of price. Generally, however, we will not consider issuing a certificate 
unless the concern is the low bidder and will, therefore, receive the 
contract if the certificate is issued. 

Mr. Forp. The real effect of the certificate of competency is in 
determining whether the contract goes to A, B, C, or D, and that 
involves a determination as to the lowest responsible bidder; isn’t that 
correct? 

Mr. Taytor. The lowest responsible bidder if it is advertised pro- 
eurement or the best over-all contract if it is negotiated. 

Mr. Forp. If you issue a certificate of competency to A, B, C, and 
so forth, and one of those is designated as a responsible bidder 

Mr. Taytor. As responsible, but not as lowest. 

Mr. Forp. As responsible, that is correct. 

Mr. Taytor. Yes. 

Mr. Forp. You might be interested in a report of the Hébert com- 
mittee on a procurement contract involving Consolidated Industries, 
Inc., of Memphis, Tenn., of about last May or June. 

Mr. Taytor. This year? 

Mr. Forp. A year ago, involving chairs. The result was that they 
finally, after much haggling, awarded a contract to the company in 
Memphis, Tenn., that had really no plant facilities, was about to bor- 
row a hundred thousand dollars from the RFC, the company had 
never made a chair, had no tools, dies, jigs, or anything else, and they 
were to produce 117,000 folding chairs in a period of 90 days after the 
award of the contract. 

If that contract finally hadn’t been abrogated, the Army still would 
have been standing, because they sent several inspectors down there 
who would be doing precisely the same thing your people would be 
doing, and they were hoodwinked, beguiled, and everything else. 

What I am afraid you might get into is that you are going to be 
giving the Quartermaster Corps a shield that if I object to the fact 
that you made a certificate of competency. down in Memphis, well, 
General X is going to say that the Small Defense Plants Administra- 
tion were the ones who decided this was a responsible bidder, that he 
had nothing to say about it. 

Now we can hang it on General X as the case did materialize. I 
just hope you don’t get yourself in a position where you are issuing 
certificates of competency as irresponsibly as General X did in this 
instance. 

Mr. Taytor. I can assure you that we will do our best to avoid it. 
These certificates are worth just as much as their record. 
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BONDING REQUIREMENTS 


Mr. Forp. That brings up another problem that does involve a case 
I have given. I am somewhat rae of these efforts you are making 
about bonding eames Aren’t you likely to get into some 
trouble there on delivery? 

After all, that is what the Army, Navy, and Air Force are complain- 
ing about now, that they aren’t getting delivery. If you take away 
their requirements of bonding, you are going to have more trouble. 

Mr. Taytor. May I pass that question to Mr. McHaney? He 
has been in close touch with that proposition. 

Mr. McHanevy. First, let me say we are here talking about bonds 
with respect to ordinary supply contracts. The law does not require 
such bonds as it does with construction contracts. Now to answer 
your question: The procurement agencies are, as you say, really 
interested in delivery. The bond will not assure them of delivery. 
The issuance of a bond by a private surety company is no guaranty 
whatever that the items will be delivered. 

The surety company is interested when it writes a bond in the liquid 
position of the company it is bonding. They want to be sure that if 
anything goes wrong and any claim is made against the contractor, 
they are covered on their obligation. Their approach to the question 
is entirely different from what we think a legitimate and responsible 
approach by the military requires—namely, that they decide on their 
own responsibility whether small-business man A, who wants to make 
this item, who has put in the low bid on it, is qualified to make it. 
If he is, we think he ought to have the opportunity to put in his low 
bid and perform that contract. If he doesn’t, then they have recourse 
against him. 

Now what we found was happening in the Corps of Engineers was 
that on procurements in excess of $100,000 which were being procured 
by formal advertisement, they were systematically requiring bid and 
performance bonds. 

The effect was that numerous small business concerns who couldn’t 
get a bid bond which frequently ran into very high figures, because 
they didn’t have the liquid position to do it, couldn’t even bid on the 
business. But if the Corps of Engineers procured the same item by 
negotiation, they had no such requirement at all. 

It was being used as a device, to use the vernacular, to wash out the 
top waters, as far as they were concerned, but women J it was pre- 
cluding numerous, competent, small business concerns from bidding. 

Mr. Forp. Do you have any statistics to show the performance is 
any different where you now no longer require performance bonds 
than where you formerly had cases where performance bonds were 
a 


r. McHaney. No, sir. 


PERFORMANCE OF COMPANIES 


Mr. Forp. I am interested. in performance. I-don’t. believe under 
any circumstances that the Government, should give business to a 
company that can’t perform, whether it is small, big, or anything else. 
The Government is just like any other purchaser. They want 
performance. ‘ 
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Now if a small business concern can perform, I think they ought to 
be gen perhaps a better break, but I don’t believe in nonperformance. 

Mr. Taytor. Neither do we. 

Mr. McHaney. I quite agree with that, but we had cases that 
came to our attention where a concern was not able to bid on a Cor 
of Engineers contract, because it couldn’t get a bond; whereas, at the 
same time the same company was producing other items for the 
Corps of Engineers and performing satisfactorily. 

Mr. Taytor. Where it was negotiated. 

Mr. McHaney. Yes, it was a mechanical type of exclusion. 

Mr. Forp. It had nothing to do with performance? 

Mr. McHaney. Nothing whatever. The surety company’s ap- 
proach is not to go in and make an engineering study of the man’s 
plant. They don’t do that. They call his bank to find out what 
kind of a bank account he has got. They find out what his assets 
are, if be has any liens, and if he looks liquid, give him a bond. 

But he can fall down very easily on a contract, and the Government 
wouldn’t get delivery, which is what the Government wants. It 
might indeed have a valid monetary claim, but they still haven’t got 
the material. 

There is one other very bad effect of requiring bonds on supply 
contracts and that is in connection with the V loan program which is 


quite important in permitting small business concerns to get into the 
procurement program. Where a performance bond is required on a 
contract, the existing V loan regulations will not permit a V loan 
guaranty to be made to finance performance of that contract unless the 
surety company agrees to subordinate its claim in the event of a 
default to that of the guaranteeing oom. The surety company 


has uniformly refused to do it; so the effect of the requirement of the 
performance bond was you couldn’t use a V loan to finance performance 
of that contract, which was a second very adverse effect on small 
business, we thought. We had a number of complaints about it. 

| Imight add this. The requirement of getting performance bonds on 
ordinary Government supply contracts is not general among procure- 
ment agencies. We found it in the Corps of Engineers, and that is 
| where most of our complaints centralized. I have heard since it was 
also required in one or two other places, but generally speaking, most 
of the procurement agencies did not require it. It was causing 
| trouble fais. we heard about it, we investigated, made recommenda- 
tions for changes, and they have agreed and have in fact changed it. 

Mr. Forp. There are no objections on the part of the procuring 
agencies that your intervention in this regard is interfering with 
performance by those that are delivering or are supposed to deliver 
products? 

Mr. McHaney. None whatsoever. As a matter of fact, we had 
some Army people, and Department of Defense people, on the finance 
side, who were worrying about the V-loan program, backing us up in 
our request to the Corps of Engineers to withdraw this requirement. 

Mr. Forp. I believe that is all. 

Mr. Fogarty. Mr. Taylor, do you have any further statement? 

Mr. Taytor. No, Mr. Fogarty; I think not. I will supply these 
various items for the record that have been requested, and I appre- 
ciate very much the time and attention you have given us. 
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Mr. Fogarty. We will insert at this point in the record an inventory 
of small-business activities in the Federal Government. Thank you 
very much, Mr. Taylor. 


INVENTORY OF SMALL-BusINESS ACTIVITIES OF THE FEDERAL GOVERNMEN? 
(EXxcLUSIVE OF SMALL DEFENSE PLANTS ADMINISTRATION) 


DEPARTMENT OF COMMERCE 


National Production Authority 


The Office of Small Business in the NPA gives ‘“‘spot” assistance to small manu- 

facturers in securing materials and equipment by recommending action to appro- 

riate NPA industry divisions. The Office also makes studies of the impact of 
NPA actions on the small-business community. 


1952: 1953: 
Positions 52 Positions 5] 
Amount $340, 000 Amount $339, 500 


Office of Field Service 


The field offices assist small-business men in getting scarce materials. They 
act as liaison between NPA and the local businessman in obtaining ‘‘spot’’ assist- 
ance and in interpreting regulations. They publish a daily synopsis of invitations 
to bid and a weekly summary of contract awards made by Government procure- 
ment offices. The offices contain about 135 small-business specialists. In the 
larger offices, these men spend practically full time on small-business problems. 
Because of the part-time nature of the work, it is impossible to estimate the cost 
of these activities accurately. 


Part-time positions: 
1952 


165 of 135 practically full time. Remaining 70 in 4-man offices and there is no way to estimate how much 
of their time is spent on small-business activities. 


Office of Technical Services 


This Office culls over research turned out by Government sources for ideas 
which may have a commercial value. This information is made available to the 
public. The Office consists of 50 employees costing $225,000 annually. This 
Office was originally part of the Smaller War Plants Corporation and was trans- 
ferred at the liquidation of the Corporation. It has expanded in size and in 
function since that time. The Office Las designated four men to answer requests 
for information from small business. They spend full time in this area. 


1952: 1953: 
PN i 4 na rae | 
Amount_-_--.--- . $22, 000 Amount__ .. $22, 000 


Defense Production Administration 


The Small Business Executive Committee which was established by DPA has 
been abolished. SDPA has the successor to this committee. 


DEPARTMENT OF DEFENSE 
Munitions Board 

The Office of Small Business in the Munitions Board includes the Centra! 
Military Procurement Information Office. Its work is principally informational. 
It attempts to establish contact between businessmen and sources in the armed 
services which need their capacity. The Office of Small Business also recommends 
policy to the Munitions Board for small business activities of the three Depart- 
ments. 


1952: 1953: 
Positions_ ~~ - 16 Positions - - - - | 
Amount___--- _... $125, 000 Amount__--_- $80, 000 
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Armed services 


Each service has designated a specialist in many of its purchasing locations. 
These specialists are charged with continuous review of purchase actions and im- 
proving the position of small business with both prime and subcontractors. The 
services also manage and promote material display exhibits for subcontractors. 
In all, the departments have 451 small business specialists who spend their time 
almost exclusively upon small business problems (388 Army, 64 Navy, 59 Air 
Force). These speicalists are located in every major procurement office and are 
to be found at all levels of the military services. 


GENERAL SERVICES ADMINISTRATION 


This Administration has taken many steps to assure small business an adequaet 
amount of civilian Government procurement. It has no formal organization for 
that purpose even though it has specially assigned 1 person in each of its 10 pur- 
chasing areas to small business activities. 


MUTUAL SECURITY AGENCY 


The small business activities of the Agency were created to assure that small 
domestic suppliers receive adequate information on MSA export programs and 
hat foreign suppliers and buyers receive information about our small businesses. 
1952: 1953: 

Positions 17 Pommons:.. . 356. 2i lk = 15 
Amount $108, 000 Arnount. 2.3 fois. .. $100, 000 


RECONSTRUCTION FINANCE CORPORATION 


The Corporation has as a part of its lending function, a statutory duty to en- 
courage small business. It supplies information to small-business men, reviews 
loan applications, and recommends appropriate action. 


1952: 1953: 
a gai ea a sanemedl i esa 12 RA a ae ai EET 12 
Amount__._........-.-- $70, 000 Amount__.___._:.._-... $70, 000 


ATOMIC ENERGY COMMISSION 


The small-business activities of the Commission are principally concerned with. 
procurement. The Commission has designated a small business specialist in 
each of its nine purchasing offices. 


Transfer from Department of Commerce to Small Defense Plants 
Administration: 
1952: 
Positions 
Amount $50, 150 


This transfer resulted from Executive Order No. 10323, transferring certain 
functions from the Office of Small Business in the National Production Authority 
to the Small Defense Plants Administration, 

Source: Bureau of the Budget. 





Fripay, JUNE 20, 1952. 
DEPARTMENT OF LABOR 


DEFENSE MANPOWER Bupcer Fisca, 1953 


WITNESSES 
DEFENSE MANPOWER ADMINISTRATION 


ROBERT C. GOODWIN, EXECUTIVE DIRECTOR, DMA 
JOHN F. HILLIARD, CHIEF, PROGRAM DEVELOPMENT 


BUREAU OF EMPLOYMENT SECURITY 


ROBERT C. GOODWIN, DIRECTOR 
EDWARD L. KEENAN, DEPUTY DIRECTOR 


BUREAU OF APPRENTICESHIP 
WILLIAM F. PATTERSON, DIRECTOR 


BUREAU OF LABOR STATISTICS 
CHARLES STEWART, ASSISTANT COMMISSIONER 
BUREAU OF LABOR STANDARDS 
WILLIAM L. CONNOLLY, DIRECTOR 
SECRETARY 
JAMES E. DODSON, DIRECTOR OF BUDGET AND MANAGEMENT 
V. 8. HUDSON, ASSISTANT DIRECTOR 


SALARIES AND Exprensss, Derense Propuction ACTIVITIES 


Amounts available for obligation 





1951 actual {1952 estimate |1953 estimate 





Appropriation or estimate $2, 117, 000 
Transferred from “Salaries and expenses, Wage and Hour Di- 
vision,’”’ pursuant to Public Law 134 





Adjusted appropriation or estimate (obligations in- 
curred) 


Comparative transfer from ‘“‘Expenses of defense production, 
Executive Office of the President”’ 














Total obligations 





Obligations by activities 





Description 1951 actual 








. Office of the Secretary $104, 806 
. Defense Manpower Administration. ._.............-...-.-. 92, 077 
. Bureau of Labor Standards ___. : 30, 

BN FSSA Te. 409, 373 
. Bureau of Employment Security 182, 122 
. Bureau of Labor Statistics 


” 





Total obligations 842, 972 














“oo ofccRe 
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Obligations by objects 


Object classification 1951 actual 








ALLOTMENT TO OFFICE OF THE SECRETARY 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 

Permanent positions 

Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 
NTE <:. inh SAME ochone as Paki ok nano daoecncne 
Transportation of things 
Communication services 














Supplies and 
Equipment 
Taxes and assessments 


Total obligations 


SSESSz2E8 








ALLOTMENT TO DEFENSE MANPOWER ADMINISTRATION 


Total number of permanent itions 
Full-time equivalent of all other positions 
Average number of all employees 


Avene salaries and grades: 
General schedule wll 
Average salary ___- 








Regular pay ee on 52-week base 
Paymen ve basic rates 


= BB 
gS8e 
+ 9B 

s 





Bl = 9 
83/888 


yp & 


Printing and reproduction - . 
Other contractual services 
Services performed by other agencies... 
Supplies and materials 
Equipment 
Taxes and assessments._ 


Total obligations 


S38 SS2S38 

pB gp 3B 

g| sueeeesuae 
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ALLOTMENT TO BUREAU OF LABOR STANDARDS 


Total number of permanent positions 
Average number of all employees 


88 





Q 
ee 
58 





services: 
Permanent positions 
pay in excess of 52-week base 


*” 
_ 
B 


$888s831 8 





Total personal services...............- sideashildaacmmaal 
Travel 


Transportation of things 

Communication services 
Printing and oom pr 

Other con! 

Supplies and vor =a 

Equipment 

Taxes and assessments 


Total obligations 


ae 
BE 


8 


2909037 
prt 
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Obligations by objects—Continued 





Object classification 


1951 actual 


1952 estimate 


1953 estimate 





ALLOTMENT TO RUREAU OF APPRENTICESHIP 


Total number of permanent positions 
Average number of permanent positions 





Average salaries and grades: 
General schedule grades: 


Average grade 





01 Personal services: 
Permanent positions 
Regular pay in excess of 52-week base _. 
Payment above basic rates.._..........-...--.-----.-.- 





Total personal services 
Travel 
“7 yaneporcateen Of CRINGE. foo 25... cw cn ccccercccece 
COMURIISIIORONEN GOP TROOR oo nc nk ccc wesccbusenccce 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 





RSRIZEESS 


Equipment 
Taxes and assessments 


Total obligations 


—_ —s 
ro-eSoen Be 





S| Sssessees 


a ee 


ao 
— 





ALLOTMENT TO BUREAU OF EMPLOYMENT SECURITY 


Total number of permanent positions 
Average number of all employees 


Average salary and grades: 
General schedule grades: 
Average salary } 
Average grade. ........... EL 0 Mae lp neue a 











Personal services: 
Permanent positions... ...............-- Sev tearchesneiradyake | 


Regular pay in excess of 52-week base 





Total personal services. + 
RRS ont Nad GA, SOR IIRS-SaS 75 Seg eae eee : 
‘Transportation of things 
Communication services... .....----- A, TE 8s ibe ty adi Ge Bs 
Rents and utility services___ 
Printing and reproduction 
Supplies and materials 
Equipment 
Taxes and assessments 





aSRBERESE 








ALLOTMENT TO BUREAU OF LABOR STATIST:CS 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 

Average salary... 
Average grade 











Personal services: 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base 


Total personal services 
Travel 
Transportation of things 
Communication services 
ONE TE BONN iin coon nnn en cen noseescnnens= 
Printing and reproduction 
Supplies and materials 
Equipment 
Taxes and assessments 











Re I ooo BB cnn nen cnc giecnncunen sesciabeaesl 














$33 


23) 2222 


2| 22 


ice 


OO am 


i dd ee a. el 


329 


Obligations by objects—Continued 





Object classification 


1951 actual 


1952 estimate 


1953 estimate 





SUMMARY 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services____-- 

Travel 

Transportation of things 

Communication services 

Rents and utility services 

Printing and reproduction 

Other contractual services 
Services performed by other agencies 

Supplies and materials 

Equipment 

Taxes and assessments 


Total obligations 


SSazrses 


asSeZs 


348 
2 
335 








$5, 473 
GS-8.2 





$1, 791, 678 
9, 236 
7,058 
4) 400 





1,812, 372 
141, 713 

















Analysis of expenditures 





1951 actual 


1952 estimate 


1953 estimate 





Unliquidated obligations, start of year 

Obligations incurred during the year 

Deducted unliquidated obligations, end of year 
Total expenditures 

Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


$2, 129, 600 


$122, 000 
2, 100, 000 





$2, 129, 600 
122, 000 


$2, 222, 000 
154, 000 











2, 068, 000 











Mr. Focarty. The committee has before it this morning the 


Department of Labor. 
Secretary? 


Mr. Goodwin, are you representing the 


Mr. Goopwin. Yes, sir; I am here representing the Defense Man- 


power Administration for the Secretary. 


I was going to suggest, Mr. Chairman, that I file a statement which 
covers the situation fairly comprehensively, and then make a brief 
oral statement and then answer any questions you may have. 

Mr. Fogarry. All right; you may go ahead. 

(The statement submitted by Mr. Goodwin is as follows:) 


GENERAL STATEMENT 


INTRODUCTION 


The past year has been one of substantial achievement in defense manpower 


mobilization. 


and increasingly difficult manpower problems of the year ahead. 
Manpower has been provided to meet essential production requirements. More 


than 2 million workers were brought into defense production. 


This progress must be sustained if we are to meet the continuing 


me 141,000 were 
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transferred between areas by the Federal-State system of public employment 
offices to meet erected manpower needs. Unemployment was reduced from 3.1 
million in May 1950 to 1.6 million in May 1952. Continuous review was given to 
174 important labor-market areas, and those experiencing serious unemployment 
were certified to the Director of Defense Mobilization for special consideration in 
the placing of defense contracts. 

The number of establishments conducting registered apprenticeship programs 
was increased by 4,700 during the current fiscal year to reach a total of nearly 
170,000. A 20 percent increase representing 4,000 additional apprentices being 
trained in critical occupation was achieved. Over 32,000 apprentices completed 
es and joined the ranks of highly skilled craftsmen in the American labor 
orce. 

Encouraging pro has been made in checking accidents rates in manufactur- 
ing industries. Although some rise in injury rates for manufacturing has occurred 
since 1950, the rate of rise has been held down by cooperative action on the 
part of labor and management assisted by Federal and State agencies. 

Significant additions were made to our knowledge of manpower resources and 
requirements, by occupation, by industry and by area. Of equal significance, 
this information has been extensively used by all agencies having manpower 
functions and by other mobilization agencies responsible for procurement, produc- 
tion, facilities location and housing. 

The Nation-wide pattern of labor, management, and Government cooperation 
on manpower problems has been improved and extended. In addition to the 
National Labor-Management Manpower Policy Committee, there are now 13 
regional committees and 30 area committees active in the manpower field. A set 
of principles to support our voluntary manpower program has been developed 
by the National La Management Committee for the information and guidance 
of labor and management throughout the country. 

A broad structure of manpower policy has been developed to deal with the 
manpower problems of partial mobilization but so designed that transition to 
full mobilization can be achieved quickly and effectively. 

In wvege i § progress in manpower mobilization during the past year has 
kept pace with military and industrial requirements to build America’s strength 
and security. 


Economic outlook for the year ahead 


During the fiscal year the Government will continue to move toward the three 
primary goals of partial mobilization. These are— 

1. Maintaining the armed forces at slightly over the 3C million level. 

2. Production and procurement of material sufficient to equip the armed 
forces, to assist our allies in building armed strength and to develop a reserve 
stock of kep equipment sufficient to meet the needs of the first year of an 
all out war. 

3. Building up the basic industrial capacity necessary to support either 
(a) the demands of an all-out war plus minimum civilian requirements or 
(6) the continuing needs of partial mobilization simultaneously with high- 
level civilian output. 

Each of these phases of the current defense program has a different time sched - 
ule and progress toward established goals has differed. By the end of fiscal year 
1953, however, the expansion phase of all three should be well along toward com- 
pletion and a high plateau reached. 

In fiseal 1953, another million workers must be employed in defense production, 
for a total of some 7 million. Although peak production will be reached for some 
defense items, others like aircraft, electric power, and petroleum will continue to 
expand. The supplying of this additional million is added to the job of maintain- 
ing the 6 million already employed in defense work. 

Industrial and residential construction will continue at near-record levels. 
Metals for consumer durable goods will be in greater supply, and consequently 
employment and hours in those industries are expected to rise somewhat above 
current levels. Consumer soft goods employment and hours of work are expected 
to recover to some extent as inventories are reduced and production is brought 
into better balance with consumer purchasing. 

Although crop goals call for a 6-percent increase in total farm output over last 
year, supplies of agricultural labor are expected to continue their long-term decline 
despite programs designed to check this decline. Increased mechanization and 
more efficient use of available labor will take up part of the slack, but shortages 
of both seasonal and year-round farm workers will be encountered. 
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Unemployment levels nationally are expected to remain low, but unemployment 
will present a serious problem in a number of local labor market areas. This will 
be particularly true in many textile and soft goods centers and in certain coal 
mining areas. 

The defense manpower job in fiscal 1953 


+ American manpower is potentially capable of meeting any challenge which 
may confront us. That potential can become a reality only to the extent that 
wise and effective action is taken to develop, conserve and use our manpower to 
build our national strength now and for the future. 

As the Director of Defense Mobilization observed in his fifth quarterly report, 
“We must now prepare to spend an unknown number of years in a position of 
continuous high-level strength and constant readiness to move quickly into full 
mobilization. And we must find ways of bringing that position into a reasonable 
degree of reconciliation with our ordinary way of life. 

“This prospect gives rise to a whole new range of problems which Government 
and industry have never had to face before. Over the next few months, the 
means for meeting them need to be further worked out.” 

In manpower terms this requires that we deal effectively with both immediate 
and long term problems. 

The defense manpower program for the year ahead is designed to (1) supply 
the manpower required for the current national security program (2) develop 
the manpower necessary to staff a broadened mobilization base, and (3) provide 
the manpower necessary to a vigorous and expanding economy. The major com- 
ponents of this program are: 

1. Guiding and placing a greater than normal number of persons who will 
enter the labor force or transfer from one type of employment to another. Among 
these will be approximately 1 million returning veterans and a half million ‘extra’ 
workers required to meet defense manpower requirements. 

2. Reducing or eliminating area labor shortages and area concentrations of 
unemployment by improving distribution of employment opportunities through 
facilities location, contract placement, materials allocation and community 
employment planning. 

3. Relieving manpower shortages in critical occupations through intensive 
programs of training, upgrading, transfer, and job breakdown. 

4. Meeting the special manpower requirements of industries engaged in high 
urgency military production programs such as electronics, aircraft, atomic energy, 
and weapons. 

5. Meeting agricultural manpower requirements necessary to reach increased 
crop goals. 

é. Obtaining improved utilization and productivity of the labor force through 
full utilization of local labor, orderly interarea transfers, and vigorous programs 
of industrial safety and health. 

7. Developing in conjunction with the Department of Defense and the Selective 
Service System policies on military manpower procurement, deferment of regis- 
trants and recall of reserves. Enactment of Universal Military Training and 
Service has presented new and important problems in reconciling military and 
industrial manpower programs. 

8. Developing measures for meeting requirements for engineers, scientists, 
and highly skilled workers by (a stretch g the existing supply, (b) reducing 
requirements, (c) accelerating the training process, (d) encouraging greater num- 
bers of people to undertake training in these fields. 

9. Developing improved techniques for determining manpower requirements 
and supply, both total and by occupation, industry, and area, at various prospec- 
tive levels of mobilization. 


THE LABOR DEPARTMENT HAS ALREADY ‘‘CONVERTED’’ ITS MANPOWER PROGRAMS 
TO DEFENSE ACTIVITIES 


Throughout the past year all normal manpower programs of the Department 
have given primary emphasis to defense manpower activities. 

Only this conversion of the normal facilities of the Department to defense man- 
power programs has made it possible to avoid requesting a large defense manpower 
budget. Moreover, the budget which is requested represents only the basic 
minimum required to do an adequate job at present mobilization levels and to take 


the steps necessary to meet the problems of full mobilization should that become 
necessary, 
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OFFICE OF THE SECRETARY 


The basic feature of the manpower program is that of voluntary cooperation 
between labor, management, and Government. This requires extensive consulta- 
tion and collaboration in the development and execution of all civilian manpower 
programs. 

The key role of the Department of Labor in developing such cooperation js 
established both by its operating programs and by its cochairing of the ODM 
Labor-Management Policy Committee. Additionally the Secretary has estab- 
lished regional and area labor-management committees throughout the country. 

Service to these committees 1equires a small staff, administrative services, and 
travel. For these purposes a defense budget of $148,000 is requested. 


DEFENSE MANPOWER ADMINISTRATION 


The President has designated the Department of Labor as the operating 
manpower agency for the defense program. The Secretary of Labor has created 
the Defense Manpower Administration and made it responsible for developing 
plans, policies, and programs, and for reviewing plans, policies, and programs 
developed by the various bureaus and offices of the Department to meet effectively 
the labor needs of defense industry and essential civilian activities. The objective 
of the DMA is to insure that national manpower resources are developed and used 
in such a way as to make the maximum contribution in safeguarding our national! 
security. 

Through the several bureaus of the Department of Labor and in conjunction 
with other agencies, the DMA develops programs to assure (a) adequate man- 
power for the Armed Forces (b) adequate manpower for defense and defense- 
supporting activities (c) adequate manpower for a healthy civilian economy (d) 
adequate increase in the supply of workers with highly developed skills essential 
to defense and civilian activities. 

The Defense Manpower Administration is not an operating organization. It 
consists of a small staff which achieves its manpower objectives through the 
following activities— 

1. Providing leadership, direction, and coordination to the bureaus within 
the Department of Labor on all manpower programs. 

2. Stimulating and coordinating civilian manpower functions vested in 
other departments and agencies. 

3. Consulting with labor and management at national, regional, and com- 
munity levels in the development of manpower programs. 

Experience during the past year has shown that this method of operation is 
both economical and effective. For its continuation a defense budget of $218,000 
is requested, 

BUREAU OF EMPLOYMENT SECURITY 


The national system of public employment offices provides the keystone in our 
national manpower program. It is principally through these Federal-State 
employment offices and through the labor-management committees maintained 
at the area and regional levels that national manpower programs become opera- 
tive in our local communities. 


The Bureau of Employment Security is responsible for coordinating the activ- 
ities of the several State employment services, as provided in the Wagner-Peyser 
Act. For 2 years it has been necessary to supplement the funds the wah appro- 


priated to this Bureau by additional amounts required to carry out the Bureau’s 
added manpower responsibilities under the current national defense program. 

Our defense program will succeed best if we take all necessary precautions to 
keep our entire economy functioning efficiently and productively. The Bureau 
will continue and intensify its reporting system which now covers 174 labor- 
market areas. It will continue and improve its classification of these labor- 
market areas not only to encourage the placement of Government procurement 
contracts in areas of current or imminent labor surplus, but also to serve the 
needs of the ODM, the Advisory Committee on Defense Areas, and the Secretary 
of Defense for current information on housing problems and other matters which 
affect the availability of labor supply. 

The Bureau, in collaboration with the Bureau of Apprenticeship and the 
Bureau of Labor Statistics, will continue the maintenance and periodic revision 
of the List of Critical Occupations. Special analyses will be conducted to identify 
occupations for which special recruitment programs should be developed and 
those occupations for which defense training facilities will be expanded. The 
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Bureau’s planning work will also take full account of the manpower requirements 
for agriculture in order to achieve our increased crop goals. More intensive 
efforts will be initiated immediately to increase the number of individuals training 
for scientific, technical, and managerial occupations. 
Our major emphasis in manpower work during the coming year will relate, in 
art, to recruitment and in part to the development of measures for encouraging 
better utilization of our present labor force. ven in areas where the labor situ- 
ation is relatively tight, many competent workers fully equipped to make sig- 
nificant contributions to our defense production programsstill face employment 
difficulties. This is particularly true of workers over 45, the physically handi- 
capped, women whose family status is such as to permit their taking full-time em- 
ployment, and qualified members of minority groups. 
he Bureau will also review and improve current programs and facilities for 
serving men being released from the Armed Forces. As these men return to the 
civilian labor market, it is essential that their skills and aptitudes be carefully 
appraised ; that full counseling and placement service geared to their special needs 
be available to them; and that to the extent compatible with their experience, 
training, aptitudes, and interests they be placed in employment which will fully 
utilize their skills and potentialities in the national interest. 
For these purposes a defense budget of $755,000 is requested. 


BUREAU OF APPRENTICESHIP 


The Bureau of Apprenticeship has responsibilities in the defense mobilization 
program which are additional to those assigned by Public Law 308, Seventy-fifth 
Congress. Its assignment has been extended to include all types of on-the-job 
training capable of meeting needs for additional or improved skills. 

When the present defense mobilization program began in 1950 the decision was 
made that the providing of the increased skills demanded is too important to leave 
to chance. While the value of industrial training both to industry and employees 
is no longer questioned, experience shows that for various reasons a surprisingly 
high percentage of industrial establishments will install and maintain training 
activities only when they are given encouragement and assistance from some 
outside agency such as the Bureau of Apprenticeship. 

The present defense mobilization program smc se building up broad in- 
dustrial capacity which can be utilized to produce any variety of defense or civilian 
goods. This creates problems requiring training organizations of unusual flexi- 
bility, capable of developing the skills needed regardless of type or number. 

Accordingly, industry is being urged to set up in-plant training organizations 
which can contribute to present production, to the increased production which 
will come from the tremendous amount of new capacity now under construction, 
and to all-out mobilization if that becomes necessary. At the same time, industry 
is encouraged to use their training organizations in such manner that the skills 
of the labor force will show steady improvement. A plant-training department’s 
fir.t task clearly is to assure that employees can a roy the jobs to which they 
are assigned. But once that has been accomplished, it is equally important to 
impart a second set of skills, or to broaden the first. By such methods employees, 
plant, and the entire labor force and industry achieves versatility. 

To assist Management and labor in developing and carrying out effective 
defense-training programs, a defense budget of $584,000 is requested. 


BUREAU OF LABOR STATISTICS 


One of the primary functions performed by the Bureau of Labor Statistics in 
the manpower program is the continuing appraisal of the scope and nature of 
the defense program in manpower terms. The Bureau’s research takes the form 
of studies of labor requirements necessary to meet the needs of mobilization, 
considered in the light of the Nation’s manpower resources to meet these goals— 
nationally and for key occupations and industries. Manpower needs for the 
projected defense production program for 1952 and 1953 and the statistical 
appraisal of the adequacy of the military manpower pool are examples of broad 
studies of the manpower aspects of the mobilization program conducted by the 
Bureau of Labor Statistics that need to be continued to reflect changing condi- 
tions and mobilization goals. 

A second primary function of the research and statistical services of the Bureau 
of Labor Statistics is to maintain and publish current manpower data that permit 
evaluation of actual developments. 
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To these ends the Bureau of Labor Statistics is now devoting all possible 
resources to defense purposes in the manpower and employment statistics fields. 
The present proposal is to supplement the basic program of the Bureau of Labor 
Statistics by continuing, with a relatively small increase, the defense funds pro- 
vided in fiscal 1952. The funds requested are for four specific purposes: 

(1) To continue studies of national manpower requirements related to 
estimates of available manpower resources; 

(2) To continue detailed studies of peer wet requirements and resources 

. in terms of key accupations and essential industries; 

(3) To collect and publish current manpower statistics in the metal- 
working industries as part of the Government-wide reporting of changes in 
utilization of facilities and labor in the manufacturing core of the defense 
production program; and 

(4) To undertake additional studies of the numbers and occupational 
characteristics of construction workers required for specific types of building 
projects and the time patterns of their utilization in such projects. 

For these purposes a defense budget of $181,000 is requested. 


BUREAU OF LABOR STANDARDS 


The need for an adequate Nation-wide accident-prevention program during the 
present emergency is indicated by the terrific loss of manpower that occurred 
during the early years of World War II. Accident injury rates increased steadily 
from the beginning of the last war until they were finally checked during 1946. 
The Nation cannot afford the economic and manpower loss which occurred due to 
the lack of early activation and planning during World War II. 

The Bureau of Labor Standards’ defense-safety program is primarily an exten- 
sion and strengthening of tested peacetime activities. These activities and func- 
tions are designed to strengthen and assist the States to do their own job, since 
accident prevention is their basic responsibility. The various functions of this 
safety program include all of the proven fundamentals necessary to keep job 
injuries at an absolute minimum. These functions include the development of 
safety standards, broad programs of safety training, and applied engineering 
techniques. 

One of the major objectives of our manpower program has been to check accident 
rates which began to rise as defense production was accelerated. 

Encouraging progress can be reported. While injury rates for manufacturing 
have inereased since 1950, the rise has been much less than might be expected in 
proportion to expanded employment and changing work patterns. This is being 
accomplished by e tive action on the part of management and labor with the 
help of Federal and State agencies in the application of practical safety measures. 
This has saved lives, prevented injuries, saved money, and speeded production. 

Successful arrangements were made with defense agencies for a defense safety 
program in cooperation with State labor departments to give the necessary 
safety coverage throughout the Nation. The Bureau of Labor Standards provides 
technical information, advisory services regarding safety organization and train- 
ing as its contribution. 

One of the major — elements holding in check the injury rise is the safety 
training courses and industry programs initiated by the Bureau of Labor Stand- 
ards. Thirty States and two Federal agencies requested and received training 
courses during 1952. Two training institutes were conducted in order that the 

articipating organizations could carry on the training programs initiated by the 

ureau. Twenty-two industry programs have been developed in 15 States. 
These industries were selected because of high injury rates and hazards involved. 
In all cases where States have reported final results, accident rates have been 
drastically reduced in these industries. 

The Bureau of Labor Standards is providing greater service through its Mari- 
time Branch to installations which concern themselves with stevedoring operations. 
This increase in service is expected to help check the usual rise in injury rates 
resulting from expanding industrial operations. The expansion of operations 
also exists in defense agencies. The Bureau is meeting this problem by increasing 
the number of surveys made and the amount of other services, such as training 
classes. The Federal Safety Council during the defense period has provided 
direct services specifically in the organization and establishment of 100 field coun- 
cils. In addition, the Council has developed new standards for the Federal agen- 
cies. Expanding defense production with millions of new workers doing unfamil- 
iar things calls for a continuation of this accident prevention program. 

For these purposes a defense manpower budget of $214,000 is requested. 
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GENERAL STATEMENT 


Mr. Goopwtn. Mr. Chairman, and members of the committee, 
as you know, the Department of Labor has the responsibility for the 
civilian manpower job. It was given that responsibility by Executive 
Order 10161. 

Last year this committee and the Congress approved a budget for 
that purpose to the extent of $2 million, which was later increased 
by $129,000 on pay act increase money. 

That provided for 387 positions. 

This budget that we are presenting to you today is for $2,100,600, 
and will provide for 348 positions. 

The number of employees is down by 39 positions, although the 
money is not down in a comparable amount because lapses this 
coming year will not be as great as they were last year. 

Now, there is some shifting as to function in the budget that we 
prt oo te compared with the one we had last year, but in the 
total amount it comes out slightly less. 

The rm job in the Department is performed by the regular 
functions of the Department, to some extent, and in several of the 


bureaus, particularly, the money is needed primarily to supplement 
regular functions. 
at is true in the Employment Service. It is true in the Bureau 
of Labor Statistics and the Bureau of Labor Standards, and also in 
Apprenticeship. I might say just a few words about progress in the 
manpower situation. 
We think the progress this last year has been pretty satisfactory. 


Manpower bas been provided to meet essential production require- 
ments. There have been about 2 million brought into defense pro- 
duction during this last year. There have been about 141,C00 that have 
transferred between areas through machinery of the Federal State 
Employment Service. 

nemployment in the last 2 years, that is, May 1950 to May 1952, 
has dropped from 3,100,000 to 1,600,000. 

Substantial progress was made this last year in training by the 
Apprenticeship Training Service. The number ot establishments 
where training was being given was increased by 4,700. They 
increased substantially, by some 20 percent, the training in critical 
occupations. 

The Bureau of Labor Standards made substantial progress in their 
accident program, checking the accident rate. The rate did not 
actually drop, but it was checked considerably, we believe, from what 
it would have been, and a substantial amount of progress was made in 
getting better information about manpower resource requirements. 


ARMED SERVICES AND DEFENSE PRODUCTION 


In the year ahead, in broad outline, the mobilization goals will be 
to maintain the armed services where they are now, which is about 
3,500,000. 

There will be an increase of about 15 percent in defense production 
in this coming year. 

The Department will have the principal responsibility in helping to 
recruit the employees that are involved in that increase. 
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BUILDING UP BASIC INDUSTRIAL CAPACITY 


Another major objective of the defense program this coming year 
is the building up of basic industrial capacity. We have not yet 
reached the peak in that objective of the defense program. 

Now, in this coming year from a manpower point of view the esti- 
mates are that we will have to add about 1 million workers to defense 
production. We have now approximately 6 million workers involved 
in defense production and we will add another 1 million in this next 
fiscal year. 

While those are being added, of course, we must maintain the 6 
million that are already on, and on the basis of. the experience this 
past year that probably means a turn-over which will result in about 
50 percent of that 6 million, in other words, about 3 million. This 
job will have to be done in a situation where there will be generally 

igh employment. 

It is anticipated that construction work, both industrial and resi- 
dential, will continue at near record levels. Those are the estimates, 
and the estimates are that there will be some recovery in consumer 
soft goods where we have had the source of a good deal of the un- 
employment that we were talking about, Mr. Chairman, when we met 
with you the first of the week. 

The problem as far as agriculture is concerned is going to be a 
difficult one for manpower. The crop goals are up about 6 percent. 
The labor supply is down. 

Last year the labor supply for agriculture or, rather, the number 
used in agriculture, dropped by about 400,000. 

That is due to competition from industry, and it is due to mechani- 
zation in some cases. It does indicate that we will have an unusually 
difficult job in meeting the agricultural manpower problem this 
coming year. 

In general, the manpower job we will have this coming year will be 
similar to the one we had last year. It will be necessary to handle the 
placement of large numbers of people. 

We will have the problem of certain industries, such as aircraft, 
atomic energy, and others that are moving upward. We will have 

articularly difficult probems with some of them because they are 
ocated in out of the way places, as many of the atomic energy plants 
are. 

Now, the budget that has been presented to you is broken down 
into different offices starting with the Office of the Secretary. 

Some of the labor-management committee functions that are carried 
on by the Department are handled in the Secretary’s office. 

We are asking there for $148,000, which is a decrease of three jobs 
over last year. 

Most of that amount is for administrative service and follows well 
established formulas as to the amount, as related to the total amount 
being requested in the budget. 

In the Defense Manpower Administration we are asking for $218,000 
which is an increase. Last year we had $185,000 for the Defense Man- 
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power Administration. That is a small office that is responsible for 
coordinating manpower work within the Department of Labor. 

The increase that we have requested for the Defense Manpower 
Administration is virtually all for a survey of current employment in 
specialized and highly scientific personnel. 

That project is estimated to cost $32,000. It was recommended by 
the Committee on Specialized Personnel set up by the Office of Defense 
Mobilization. 

I think everyone realizes that although our highly specialized per- 
sonnel, our scientists, engineers, and so forth represent only 2 percent 
of the total working force that they are extremely important in 
maintaining our advantage over other countries from an industrial 
and military point of view. 

There is a great deal we do not know about this particular problem, 
and we are proposing a study which will give us information as to 
where the scientists and our technical people are located now by in- 
dustry and by area. 

Mr. Goopwin. It is proposed that the job will be done by the BLS 
although the money is requested in the Defense Manpower Adminis- 
tration budget. 

On the Bureau of Employment Security last year, we had $639,000; 
this year we are requesting $755,000. Actually, that is an increase 
of only seven jobs. There were a number of jobs that did not get 
filled until late in the year and the lapses this year were high. 

The Employment Service will have to continue all of its regular 
functions in gathering information and placing people. This last 
year it placed 6,600,000 in nonagricultural employment and 8,800,000 
in farm work. The trend is up. Those figures will be higher this 
coming year. 

The increases that we are asking for are principally in relation to 
two or three items. The first one has to do with the collection of in- 
formation, our Research and Analysis Division. 

Since we were before the committee last year the Congress has 
passed Public Law 96 and Public Law 139. Those have to do with 
defense housing and rent control. They require the Bureau of Em- 
ployment Security to make reports on certain defense areas as a 
basis for the decision as to whether or not the area shall be certified 
for rent control or for certain benefits under the Housing Act. 

Since the law was passed some time last summer we have been 
asked to make reports on about 200 areas. Weare behind. We have 
a backlog. We have not been able to keep up with the load because 
we did not get money for it. We have had to take employees from 
other functions in order to do it at all. 

It is estimated we will have at least 200 more reports in the coming 
year in that particular function. 

We have been getting an increase in requests for special labor 
market reports by the Department of Defense and other procurement 
agencies, both for purposes of placement of contracts in those areas 
and the placement of defense facilities. - 

Those have come also from the Atomic Energy Commission. In 
these locations of atomic-energy installations we have made from 6 
to, I would say, 15 reports on different areas of the country for the 
location of one facility. 
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Those reports have to be made in great detail as a basis of helping 
the Atomic Energy Commission ho a decision on placing their 
facilities. 

On the Bureau of Apprenticeship, the request there is down. This 
last year it was $817,000. For 1953 it is $584,000. That represents 
a decrease of 51 jobs. 

I think the committee is aware of the importance of this Bureau, 
wnbr seoed to the defense program. They have been doing a wonder- 
ul job in training, particularly in the critical occupations, the occupa- 
tions where we have a long-lead time. In terms of preparation for a 

ible all-out conflict there is nothing that is any more important, 
in my estimation. 

One of the things that has been a very basic part of the defense 
anger has been the decision to build up our industrial potential! 

he other side of that is building up our skilled manpower potential 
so that if we do get into an all-out conflict we can use the expanded 
industrial capacity. So the work of this Bureau is of extreme import- 
ance. 

On the Bureau of Labor Statistics, the amount granted last year 
was $134,000. The request this year is $181,000. That is an increase 
of four positions. That Bureau has a responsibility for continuing 
appraisal of the defense program in manpower terms. It makes regu- 
lar reports on the national manpower requirements and resources, and 
also the manpower requirements in terms of key occupations and 
essential industries. 

A third area in which it has been making regular reports has been 
in the metalworking industries which nave bell used not only by the 
manpower agencies but the NPA in their work of allocating materials. 

The last unit in the Department is the Bureau of Labor Standards. 
Last year they had $191,600. This year they have $214,000. That 
is the same employment. There are no more employees involved. 
But there is a difference in the lapses. 

This request is to supplement their regular safety program and to 
fulfill the function of conserving manpower, which is a most important 
one. 

We have had terrific losses of manpower as a result of accidents. 
We had it particularly bad in the early stages of World War II. The 
situation this time has not been as bad, largely due to the activity on 
the part of the Federal Government which has been spearheaded by 
the Bureau of Labor Standards. 

The job accidents in 1951 did go up some because of the expansion 
that was taking place in industry. But all people who are familiar 
with the subject conclude that if we had not had this program it would 
have gone up a great deal more. The loss from accidents, however, is 
still a staggering amount. It runs to about $5 billion annually. This 
program is highly important. . 

They operate it in three areas, particularly the safety training 
courses, the special industry programs and the Federal maritime 
assistancé program. 

Mr. Chairman, that is a brief statement of our request that we are 
presenting to you. There are here this morning representatives of 
each of the Bureaus that are concerned im this request. We are 
ready to attempt to answer any questions the committee might have. 
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SAVINGS DUE TO USE OF REGULAR PERSONNEL 


Mr. Focarty. Thank you, Mr. Goodwin. What savings have you 
been able to achieve through the utilization of your regular personnel 
in defense activities? 

Mr. Goopwin. I do not know that it is possible for us to give you 
an answer in money terms on that. Each of the Bureaus that is 
involved in this request, that does not include, of course, the Defense 
Manpower Administration which is not a bureau but has just a small 
staff that has responsibility for coordinating purposes, but each of 
the Bureaus devotes a substantial part of its regular operation to the 
defense program. I think we can show you that we have done that 
for the maximum amount in each case. 

It is difficult to say “aap how far it goes. I might illustrate that 
by talking a minute about the problem in the Employment Service. 

The Employment Service, as you know, Mr. Chairman, represents 
a very substantial part of the Bureau of Employment Security’s work. 

I would say, in money terms, out of the $185 million or so that goes 
be the States, probably $85 million of it goes into the Employment 

rvice. 

A large part of the Employment Service’s job now is devoted to the 
defense effort. There are things that it is continuing to do, referrals 
it is continuing to make, that have no relationship to defense. It is 
part of their nondefense job. It is not possible to make a clear-cut 
line between the two. But a very large part of the total is devoted to 
defense work. The analogy could be carried from there into the Fed- , 
eral end of the program in the Washington office, where the work that 
we do is intertwined between the defense and the nondefense. 

Mr. Dodson, do you want to add anything to this particular point? 
I know you have delved into it to some extent. 

Mr. Dopson. We feel in the Department of Labor that most of our 
regular programs become more important during the time of critical 
emergency than during normal times. So, therefore, we have reviewed 
the programs to make sure that we are directing our attention toward 
the defense effort. 

For example, in the Bureau of Apprenticeship they have concen- 
trated a great deal of their manpower on trying to increase the number 
of apprentices in the critical occupations. Our records will show that 
we have increased the number there. ‘ 

The work of the Bureau of Labor Statistics—price, employment, 
wages—has greater impact during an emergency period than during a 
normal period. So, therefore, I have tried to give you those illustra- 
tions to show that the general work of the Department becomes more 
intensified during an emergency than during normal times. 


APPROPRIATIONS TO THE LABOR DEPARTMENT 


Mr. Focarry. It is true, also, is it not that of all the regular de- 
partments of Government, the Labor Department is about the smallest 
of all as far as appropriations are concerned, and personnel? 

Mr. Dopson. Of the Cabinet Departments, yes, sir. 

Mr. Focarty. Then a large percentage of the appropriations as 
shown in the appropriation bill are not real appropriations in the sens 
of the word, that is, $185 million for employment services comes out 
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of the fund of three-tenths of 1 percent that is collected from the 
employer? 

Mr. Goopwin. That is right. 

Mr. Fogarty. So the real appropriation for the Department of 
Labor after exempting the employment services and the employees 
compensation fund, is about what? 

Mr. Dopson. Around $30 million. 


COORDINATION OF MANPOWER 


Mr. Focartry. What is your relation between the Defense Man- 
power Administration and the Wage Stabilization Board? 

Mr. Goopwin. There is no organizational relationship, Mr. Chair- 
man. We have cooperated with them in the development of at least 
one policy of importance. That has to do with circumstances under 
which manpower will be given consideration in wage increases. 

The policy was participated in by the Office of Defense Mobilization. 
Briefly, it provides that where wages are a deterrent to filling jobs 
urgently needed in the defense program, in rare and unusual cases 
manpower may be used as a reason for a wage increase when the con- 
ditions are such that none of. the other policies of the Wage Stabiliza- 
tion Board apply. 

I might just say it is a very tight policy. I think it has been used 
less than a dozen times in the last year or more. 

Mr. Focarry. To what extent do you coordinate the manpower 
, activities of the other defense agencies? 

Mr. Goopwin. You mean, outside of the Department of Labor? 

Mr. Focarry. Yes. 

Mr. Goopwin. Well, the Executive Order 10161, which I referred 
to, places an over-all responsibility in the Department of Labor for 
the operating phases of the civilian manpower job. The total man- 
power job, which includes the military and selective service, is coor- 
dinated in Dr. Flemming’s committee in the Office of Defense Mobiliza- 
tion. We are a member of that committee. The assignments that 
are made by Dr. Flemming for development of policy papers on civilian 
manpower and for the leadership on special task forces that may go 
into the field to make certain determinations, is taken by the Depart- 
ment of Labor. 

To that extent, we coordinate and give leadership to the total civil- 
ian manpower job. The actual operation of other phases of civilian 
manpower are still carried out by other agencies. This includes agen- 
_ 0 the Civil Service Commission and the Railroad Retirement 

oard. 

Mr. Focarty. What is the relationship between the office of the 
Secretary and the Defense Manpower Administration? 

Mr. Goopwrn. It was created by the Secretary in Departmental 
Order 48, and is responsible to him. 


NEED FOR POSITIONS 


Mr. Focarry. What is the need of these 34 positions in the office 
of the Secretary? 

Mr. Goopwin. Most of those positions have to do with manage- 
ment functions. There are a few of them that have to do with the 
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labor management job. But most of them have to do with telephone 
operators, duplicating, and so on. They are under Mr. Dodson. 

Mr. Dopson. We operate a central personnel set-up. We have 
four positions for the personnel office. e operate a central dupli- 
cating and purchasing set-up in the Department. We also, for the 
smaller bureaus, operate a central payrolling, voucher auditing, and 
general bookkeeping set-up. So of this staff that we are requesting, 
all but four of the jobs which are for this labor management work, go 
to general servicing functions for the Bureau that are included in this 
appropriation with the exception of the BLS and Employment 
Security. 

They are large enough bureaus that they operate their own pay- 
rolling and auditing departments. But for the smaller bureaus, we 
centralize the payrolling and auditing, and the staff is included in the 
Secretary’s office for those functions. 

Mr. Fogarty. What do these 21 people do in your Office of Defense 
Manpower Administration? You have 17 at the present time; you 
are requesting 21. 

Mr. Goopwin. That is right. There are several functions that 
are performed there. The office has the responsibility for coordinat- 
ing and directing the manpower job for the entire Department. It 
has responsibility for retaining a relationship with the other agencies 
in the Government, either in the defense program or other phases of 
manpower. For instance, we have representation on Dr. Fleming’s 
manpower committee, as [ indicated a minute ago. We have rep- 
resentation on a production policy committee that is chaired by 
Mr. Fowler in the ODM. The committee is in the ODM; Mr. 
Fowler is Director of NPA. 

These various relationships with other agencies and the commit- 
tees that are involved in the interdepartmental set-up are filled, for 
the most part, by employees from the Defense Manpower Admin- 
istration. That is not true entirely because we have called upon the 
bureaus to carry part of those assignments, either because they were 
better fitted for the assignment or because we did not have enough 
people in DMA to go around. 

That is one of the functions that is performed by the DMA. 
Another very important one is the development of the policy position 
of the Department in the civilian manpower field. 

As I indicated a while ago, that area has been generally delegated to 
us by Dr. Flemming. Whenever a question of major policy has to be 
developed, the leadership for that is taken by the Defense Manpower 
Administration. Usually it is done in the form of a paper which has 
to be drafted and cleared with all interested parties. It deals with the 
total manpower-policy field. That, in general, Mr. Chairman, is 
what this particular unit does. I indicated a moment ago that we 
had an increase in here on the special project for the study of scientific 
personnel. That amounts to $32,000. 

Mr. Fogarty. As I understood your statement, that would be done 
by the Bureau of Labor Statistics. 

Mr. Goopwin. Yes, we would farm that out to BLS, if it is ap- 
proved. 
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PLANNING, OF WORK 


Mr. Focarty. What success have you had in the over-all planning 
and programing of bringing work to the worker? 

Mr. Goopwin. Well, judging by the complaints we get sometimes, 
Mr. Chairman, I think we are making real progress. At other times 
I feel we have just.made a start. 

As you know, there are several policies adopted by the Office of 
Defense Mobilization. One is manpower policy No. 1, which dealt 
with this problem, and more recently we have had manpower policy 
No. 4, which deals with surplus-manpower areas, particularly. 

Mr. Fogarty. That is the one I am particularly abet | in. 

Mr. Goopwin. Since that policy got under way we have taken off 
our group four list, that is our certified list, I think, about six or seven 
areas. 1 would not contend that all of them were taken off because 
of the operation of Manpower Policy No. 4. I think in all cases they 
were helped, to some extent. 

In general, the areas to come off during that period have been 
areas —— 

Mr. Focarty. You are talking about these areas that were termed 
to be “distressed areas’’? 

Mr. Goopwin. Yes, sir. And areas where at the time they were 
put on the list had 6 percent or more of unemployment. The areas 
that have reduced their unemployment below that and have come 
off the list as a result have been areas where they have had a large 
metalworking industry. Some of the areas we got the quickest action 
on was those where employment was down in part because of the 
lack of materials, lack of steel or copper or some other material. The 
largest areas that have come off have been in the State of Michigan. 

hey have been the kind I have described, where they had large 
metalworking plants. Detroit itself was on and is now off. Flint 
and Saginaw were also on and are now off. 

Those were the largest ones. We have had difficulty and the policy 
is of limited value, in my opinion, in areas where the industrial facili- 
ties do not lend themselves to defense production. As I indicated to 
you when we met with you at the first of the week, Mr. Chairman, 
that is the kind of problem we have in your State, and particularly in 
Providence, where there is a large proportion of textiles, jewelry, and 
shoes. The extent to which you can utilize those facilities in the 
defense program is limited. The only real good answer to that kind 
of problem would be if additional facilities can be located in those 
areas. 

What the Government can do by way of locating additional facil- 
ities is pretty well limited to facilities owned and operated by the 
Federal Government. We have some influence over the placement of 
private facilities, particularly in the tax amortization process, but it 
is only an influence and not a control. 


BUDGET REQUEST 


Mr. Focarry. Most of these agencies that have appeared before 
this committee in justifying their appropriations for 1953 have shown 
drastic reductions. Your over-all appropriation is just about the 
same in 1953 as you had in 1952? 
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Mr. Goopwin. Yes, sir. 
Mr. Fogarty. What did you ask the Bureau of the Budget for and 


what was your original request to Congress in 1952? 
Mr. Goopwin. Before this committee? 


Mr. Foearry. Yes. 
Mr. Dopson. It was a little in excess of $2.5 million. 
Mr. Fogarty. You finally came up with $2 million plus $129,000 
because of the Pay Act increase? 
Mr. Goopwin. Yes. 
Me. Fogarty. What did you ask the Bureau of the Budget for this 
ear? 
3 Mr. Dopson. $2,656,000—452 jobs. 
Mr. Foearty. You came out with $2,100,000? 
Mr. Goopwin. Yes. 
Mr. Fogarty. What is the reason for this appropriation staying at 
that level when other defense agencies have come up with reductions 
in their appropriation requests? 


ACCIDENT PREVENTION PROGRAM 


Mr. Dopson. Mr. Chairman, when you ask me to tell about redi- 
rection of our efforts in the Department to defense efforts I neglected 
to say that in connection with this accident-prevention work the staff 
of the Bureau of Labor Standards, which Mr. Connolly is in charge 
of, negotiated with the defense establishments and the military, in 
particular, an agreement whereby the Department of Labor would do 
the accident prevention work during this emergency. 

During the last war the military put a vast amount of money into 
accident-prevention work. Under this agreement this small appro- 
priation, which we are asking for Labor Standards, has been very 
successful in keeping the accident-prevention work within one depart- 
ment. 

Mr. Connolly is the Director and he can tell you more in detail about 
his effort and what he has been able to accomplish. I do feel that is 
one major achievement. 

Unless we stay in that accident-prevention work you may find other 
agencies of Government starting to do a certain amount of accident- 
prevention work. Therefore, we maintain that we have got to continue 
this accident-prevention work at the level at which we have requested 
it, if we are to fulfill our understanding with the Defense Establish- 
ment. 

Mr. Fogarty. That is entirely different from the policy that was in 
effect during the last World War? 

Mr. Dopson. Yes; everybody was in it. 

Mr. Goopwrn. I would like to speak to that for a moment, if I 
may, because I feel strongly on it. 

I think the answer is that the Department has made a conscientious 
effort to get this job done the easiest. and cheapest way. I had an 
experience with this problem in World War II. I was with the man- 
power set-up. I know what we had by way of appropriations and how 
it compared with what we have now. 

If you compare what we are doing in this defense effort, either with 
other agencies or what was done in manpower in World War II, I 
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think you will see we are doing it for a relatively small amount, com- 
paratively. 

Mr. Fogarty. You had the experience, of course, in the last World 
War? 


WORKLOAD AND BACKLOG 


Mr. Goopwin. Yes. We think this is the way to do it. We are 
making maximum utilization of everything we have. It gets down to 
the point where you cannot go any lower. We really were too low 
this last year. I will give you one example. I know it well, because 
I have had a lot of criticism in relation to it, some criticism from 
Congress. That is in relation to information about defense areas, 
including those in military establishments where these housing and 
public facility laws apply. 

We have had a backlog on that program all the way through. We 
have not been able to keep up with the personnel we have had. That 
is where we are asking for an increase of five people to meet that. 

Mr. Fogarty. What is the amount of the backlog? 

Mr. Goopwin. It is making surveys of areas to determine whether 
there are defense or military establishments actually involved, to 
find out whether they are subject to the laws, and whether in-migra- 
tion is needed in those areas to meet the military problem or produc- 
tion problem. 

We have to make certifications under Public Law 139 and Public 
Law 96. We have been so low on our staff that we have been con- 
stantly behind. I have had criticism all year because we have never 
been able to get up to date. 

Mr. Focarty. On these community facilities, in these federally 
employed areas, if the agency was responsible for carrying out the 
directives under Public Law 139 and had only enough money to operate 
for 6 months of the next fiscal year, what effect would that have on 
your workload? 

What I am trying to say is, they have an appropriation for so 
much money for grants to these various States for water and sewage, 
and those things, dealing with community facilities. I think they 
have had so far $8 million under this program. They have allo- 
cated about $2 million or $3 million so there is no request for 1953 
for new money for grants for these community facilities. Any amount 
they had for administration probably will not run them for more than 
the first half of this next calendar year. 

Mr. Goopwin. Does that mean that the preference that is involved 
in relation to housing, the decision as to whether or not 

Mr. Focarrty. I am not talking about the housing. The housing 
and community facilities are run by two separate agencies and two 
separate appropriations. 

Mr. Goopwin. We have been making certifications on both of them. 

Mr. Foaarty. The housing, I think, is going along. I do not know 
how well. They do have appropriations to carry that on. 

Mr. Goopwrin. Well, Mr. Chairman, if either or both of those were 
to be discontinued it would cut down on the workload. I am not 
sure right offhand just what the total personnel is that is involved in 
the studies and certification. I could furnish it. To the extent that 
is cut back, it would affect that workload to some extent. 
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Mr. Focarty. We are going to be a little rushed for time. We 
have a meeting of all the subcommittee chairmen, Mr. Rooney. 

Mr. Roonsny. Yes; at 11:30. 

Mr. Focarty. We want to give all the Department heads a chance 
to say a few words in behalf of their appropriation. 


Bureau or Lasor STANDARDS 


Mr. Connolly, do you want to say a few words as to your Bureau of 
Labor Standards? 

For the benefit of the members of this committee, I would like to 
say Mr. Connolly is a former secretary of labor in Rhode Island, and 
was for many years, and made a wonderful record there for about 
10 years. 

Mr. Connotuiy. Thank you, Mr. Chairman. In the request that 
we are making there is no change in program from 1951, 1952, and now 
in 1953. 

Adding to what Mr. Dodson said about our agreement with the 
milit on doing this safety work, one of the heads of the safety 
units there told me during the last war that that particular unit had 
900 safety engineers on its payroll. That was only one of the units. 
If you multiply that by the three, that would be a great deal more, 
certainly, than we are asking here. 

In addition to that, we have an agreement with the military that 
we will be the clearing house for all State labor departments where 
defense contractors request a relaxation of State laws. We had a 
great deal of difficulty with that during the last war, where the mili- 
tary just took over and disregarded the laws. Most of the States just 
kicked up an awful fuss about it and then finally came to an agreement. 
Now when any question is made by any contractor to any State and 
the State does not know whether that request is reasonable, they con- 
tact the Bureau of Labor Standards and we contact the Office of 
Defense and find out whether it is critical or not. 

Strange as it may seem, about 75 percent of those requests that have 
been made to the States have been turued down by the Office of De- 
fense as not being critical. So that is working out very well. About 
25 percent are critical and they immediately get the extension from 
the States. 

We did that not only with the military but by bringing in the State 
commissioners of labor and getting an agreement with them also. 
That saves a great deal of negotiating by the military people with the 
State. 

On top of that, the requests that have been made by the Federal 
departments to use have been just almost impossible for us to service. 
There again it shows that even the Federal Government is recognizing 
that the Department of Labor through its Bureau of Labor Standards, 
is the bureau in the field with the responsibility for safety. 

The Department of Commerce has asked us to train their safety 
people. We had to turn that down because we did not have the 
resources to do so big a job. We put a class on at Bolling Field, and 
they are asking us to go to all parts of the Air Force over the country 
and do that, which we cannot do with the money requested. 

We are setting up institutes where we can teach that. We may 
be able to squeeze them in with this appropriation. I think the 
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Bureau of Labor Standards program is very familiar to most of the 
people in the Congress. e have made presentations here on it 
before. Our defense program is nothing more or less than an exten- 
sion of our peacetime program. We are attempting to save lives, 
16,000 of them killed last year, 90,000 permanently injured, and 2 
million accidents. We are trying to hold the line at least on that. 
Up to now I think we have been successful. 

As a matter of fact, in my folder I have letters from several big 
industrialists throughout the country that have just attended our 
President’s Conference on Industrial Safety. They are all com- 
plimentary letters and, gentlemen, complimentary tatters are all | 
received. I did not bring just complimentary letters. We did not 
find one letter of criticism, which is quite an achievement over the 
first conference we ran, which was in 1948, in which they accused us 
of doing all sorts of things with the safety movement. Now we have 
sold our program. 

We have had governors’ conferences, I think, in 19 or 20 States. 
Some of them have run three. I have just returned from the Rhode 
Island Governors’ Conference where they reduced their workmen’s 
compensation rates by 24 percent—that is, the premiums that the 
industry pays—and yet on top of that have increased the benefits under 
the law. I think, Mr. Chairman, that is my statement. 


APPRENTICESHIP TRAINING 


Mr. Fogarty. Do you want to state briefly what your activities 
are in the field of apprenticeship training and how they differ between 
your regular appropriation requests, and give us an idea of what you 
are doing and what you accomplished and when you might see this 
work curtailed? 

Mr. Parrerson. As has been outlined to this committee and your 
subcommittee in the House, the training situation for this particular 
period is drastically different than after World War II when because 
of the lack of skills and lack of time it was necessary to resort to every 
type of expedient, which cost the Government hundreds of millions 
of dollars to get the training job done. 

This time the situation is different. The whole policy is to have 
industry and labor together do their training job. So our function 
becomes one of stimulating, giving technical assistance, seeing that 
tens of thousands of small contractors have assistance, urging them 
to set up training organizations which will cover every phase of train- 
ing, urging them to assign people to the training function giving them 
the benefit of the improved training techniques in the 150,000 estab- 
lishments that we are dealing with on an apprenticeship and on-the- 
job training basis. 

This program is necessary because training, contrary to the other 
aspects of the defense mobilization, is a filed where you cannot stock- 
pile. You can stockpile rubber and copper but skills cannot be stock- 
piled in the same sense. 

There is an equivalent to that, to improve the skills of all the 
workers, in order that any new production problems can be met. So 
that training looms up as a key to productivity in any situation. that 
comes up. 
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Mr. Goodwin referred to the preparedness aspects. We feel that 
through this constant personal contact with all of the industries in 
the country they are made aware of the need for training, and under- 
take it themselves as they are often loath todo. They tend to go out 
and rob other industries of their skills, but if they are reminded and 
are given assistance they tackle the job themselves. Serious con- 
sideration of training as a means of increasing versatility and ability 
of the work force will prepare us better for any extension of production. 

Apprenticeship is the backbone of this because from the ranks of 
skilled workers come supervisors and instructors. 

We find innumerable problems coming up daily. A company in 
Pennsylvania making television parts on a war contract and are at a 
loss to know how to train their employees. New workers need in- 
duction training. Often manufacturers enter into new contracts or 
make a new product or they adopt new designs and new methods. 
Training is an answer to any of these situations. 

This estimate which we have submitted will enable us to give 
attention to some of the more critical situations. It will not enable 
us to continue our work in the building trades which we find plays a 
very important role in the total defense picture. In the Savannah 
River project alone there are now employed 30,000 building trades 
craftsmen. They are having difficulty not only in recruiting but in 
bringing those recruited to the qualifications needed. In the case of 
the building trades, many skills can be applied to the shipbuilding and 
other industries, so in the last analysis this work is building up our 
total stock of skills. 

American industry and labor have responded both nationally and 
on the plant level. We are trying to tackle trades that have shown the 
most difficult problems—machinists, molders, tool makers, and 
pattern makers. Since Korea we have shown an increase of 25 per- 
cent in those trades. ° 

In the machine-tool field only a third of the plants have trainin 
programs. The same is true in shipbuilding, electronics, aviation, an 
related fields of manufacture. We have a large gap to close there 
which needs continuous attention. Any let-down in training at this 
time would be unjustifiable because training requires constant re- 
minder and stimulation. 

I think, Mr. Chairman, that is the picture. 


REDUCTION IN BUDGET REQUEST 


Mr. Focarty. What did you ask the Bureau of the Budget for? 

Mr. Goopwin. $840,000. 

Mr. Hitiyarp. The request before you is $584,000. 

Mr. Fogarty, So you took quite a cut? 

Mr. Goopwin. The difference between our estimate submitted to 
the budget, more than half is attributed to the Apprentice Training 
Service. 

Mr. Fogarty. And you had in 1952 $817,000. 

Mr. Goopwin. 157 jobs, and we expected, or we requested the 
Bureau of the Budget to continue the same staff in 1953. 

Mr. Focarry. With this cut in the budget you will not be able to 
finance the apprentice training program? 

Mr. Goopwin. That is correct. 
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Mr. Focartry. And when you have’a shortage of skilled trades 
that is the area where you put most of your employees? Where there 
is a shortage of machinists and critical occupations. And you have 
increased that since Korea—these four occupations—by 25 percent? 

Mr. Goopwin. Yes. 


Bureau or Lapor Statistics 


Mr. Focarry. Mr. Stewart, are you goimg to speak for Labor 
Statistics? 

Mr. Stewart. Yes, Mr. Chairman. Mr. Goodwin suggested that 
one of our main contributions to the Defense Department is the 
provision of current data on developments in the manpower field. 
Our regular program includes monthly reports on a detailed industry 
basis of employment, hours of work, earnings, and turn-over. 

This kind of program is automatically converted to defense pur- 
poses because it is more important now than ordinarily. 

We are asking for one additional item of $17,000 to supplement this 
current reporting system for current information. This is the item 
to cover the additional expense of getting detailed information for 115 
industries in the metalworking field which represents the group most 
important to defense production needs and for which NPA collects 
current information on production and follows closely for materials 
allocation purposes. This can be done for the additional $17,000 
because the basic system of reporting is already set up and this covers 
the additional costs of greater industry detail and a special question- 
naire once a quarter. 

The other main contribution the Bureau makes to the defense 
program is the series of economic and statistical studies which it 
undertakes on various manpower aspects of the defense program. 

At the national level we prepare currently estimates of the manpower 
available for military service. The Office of Defense Mobilization 
has asked us to keep this up to date and do it on a bigger scale than 
in the past. This has proven a useful statistical analysis to the 
agencies involved in the military manpower field. 

A second type of study is the over-all appraisal of manpower require- 
ments which we make for the defense program as a whole and the 
relating of this program of requirements to our studies of the man- 
power supply available. 

A third type of study we do from time to time and which will be 
undertaken again in the next fiscal year is a general feasibility study 
of prospective military and defense production programs. SRB is 
asking us to make a feasibility test in manpower terms under the 
assumption of full mobilization. 

In the past year we have made four studies of various kinds and 
we believe we should do six this coming year. 

Mr. Fogarty. Do you think it is within your regular appropriation? 

Mr. Srewart. The additional cost is financed from the defense 
fund, but it is true we would not be able to undertake this except for 
the fact we have a staff working on manpower studies. It is the 
related work they do that makes it possible for us to do this for the 
additional cost. 
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The defense funds finance the additional cost of special studies of 
this kind. In some cases it covers only part of the cost because the 
regular staff of the Bureau is used. 

‘Mr. Hitiyarp. We do not get any extra costs. 

Mr. Fogarty. In 1953, you mean? You will not get any payment. 

Mr. Hittyarp. For the project which Mr. Stewart is describing. 

Mr. Focarty. What do you expect to get reimbursed for in 1953? 
Will you put that in the record? Give us a breakdown of all the 
reimbursements in 1952. 

Mr. Hittyarp. Touching on the manpower field? 

Mr. Focarty. On everything. And what you expect. 

Mr. Hittyarp. I think that will be like what we have been putting 
in the record for the regular appropriations. 

(The breakdown requested follows:) 


Estimate of working funds and trust funds to be made available to the Bureau of Labor 
Statistics in fiscal 1953 


Working funds and allocation accounts: 


Atomic Energy Commission______________ Bercy. | pA La ES Daag $19, 000 
Bureau of Employees Compensation_____._._____._..__-____- 13, 000 
Penne A: 8 OES Toy ek tots ote, 30, 000 
Bureau of Apprenticeship_____________- Mg pie te REL pe ae ek 21, 500 
Office of Price Stabilisation. -...........__.-.--.- 2-2-8. _.. 260, 000 
Wage Stabilization Board_________________- OARS BE oe lakes 1, 300, 000 
National Production Authority... _....._._.__--....-.-_--.-_- 50, 000 
Office of Naval Research. ________________- ii ee) Me SBE Sk 40, 000 
Covln Servios Womibiission: 22 ee 11, 000 
peeemmeuy Gn Gane wer ON ee ee ee 375, 000 
perenne Sammema 800  S S RF EE So 250, 000 

Total, working funds and allocation accounts_______________ 2, 369, 500 

Trust funds: 

American Retail Federation___._..._....._...--_.---_______: 23, 000 
Limited Price Variety Stores Association. _________.___.__-____ 24, 000 

Ss TE UI oso ae es Sn ee en ise noe ae 47, 000 

ba Se A he ee aa a Soe I i ys Sear 2, 416, 500 
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Working funds, trust funds, reimbursements, etc., estimated 1952 


ESTIMATED FUNDS TO BE AVAILABLE TO THE BUREAU OF 
LABOR STATISTICS ON A WORKING FUND OR TRANSFER 
BASIS FOR OBLIGATION DURING FISCAL YEAR 1962 


Economic Cooperation Administration: To conduct special pro- 
ductivity studies in connection with the productivity improvement 
program for ECA countries; to train and provide study trips for 
groups of European experts under the technical assistance program. 

Department of State: For participation in the international infor- 
mational activities program 

Atomic Energy Commission: To conduct cost of living studies at 
Oak Ridge, Tenn.; Los Alamos, N. Mex.; and Richland, Wash. --- 

Bureau of Apprenticeship: To prepare and maintain a punch card 
file and to prepare tabulations of apprenticeship studies 

U. 8. Air Force: To conduct an economic interindustry relationship 
study and special manpower research projects 

Civil Service Commission: To conduct studies of cost of living differ- 
ences between Washington, D. C., and United States Territories __ 

Veterans’ Administration: To further expand the preparation and 
furnishing of analysis on the outlook for employment in individual 
occupations and to currently revise previously furnished occupa- 
tional briefs for use in counseling disabled veterans receiving voca- 
tional guidance provided for under Public Law 116, 78th Cong---- 

Office of Naval Research: To code, punch, and tabulate question- 
naires from scientists and from research and development personnel, 
and to conduct a study of the mobility of selected scientists among 
various fields of specialization 

Wage and Hour and Public Contracts Divisions: To conduct evel 
industry wage studies in connection with the amended Walsh- 
Healey wage determination program and to determine economic 
effects of the amended minimum x legislation 

Housing and Home Finance Agency: To provide basic information on 
the current status of cooperative housing organizations and their 
characteristics; development of techniques for measuring the vol- 
lume of residential conversions and demolitions; and size of opera- 
tens of residential builders. cc i neahed ctminitoe 

Federal Security Agencv—Office of Education: To edit and code 
questionnaires for the National Scientific Register project 

Bureau of Employees’ Compensation: Preparation of punch cards 
and tabulations of Federal occupational injuries 

Office of Defense Manpower (and funds directly allocated to BLS): 
For special studies and manpower requirements and resources and 
related problems under the defense program 

Office of Price Stabilization: For collection, tabulation, and analysis 
of price statistics and market information for specific commodities 
SU RINE SINS ce ce ee Ur arin wa enmormann ales 

War Stabilization Board: For collecting, tabulation, and analysis of 
wage and collective bargaining information 

National Production Authority: To conduct a study of employment 
in certain small business establishments 


Total working funds and transfers 


ESTIMATED FUNDS TO BE AVAILABLE TO THE BUREAU OF 
LABOR STATISTICS ON A TRUST FUND BASIS FOR OBLIGA- 
TION DURING THE FISCAL YEAR 1952 


American Retail Federation, Washington, D. C.: To collect, prepare, 
and publish Department Store Inventory Price Indexes, total trust 
eat rat i at 


$629, 424 
17, 000 
16, 000 
17, 000 

620, 566 
34, 644 


48, 074 
42, 371 
14, 600 


117, 200 


270, 000 
810, 000 
44, 000 


2, 775, 762 
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Working funds, trust funds, reimbursements, etc., estimated 1952—Continued 


ESTIMATED REIMBURSABLE PROJECTS TO BE UNDERTAKEN 
BY THE BUREAU OF LABOR STATISTICS DURING THE FISCAL 
YEAR 1952 


International Monetary Fund: Tabulations of international trade 
statistics 
Atomic Energy Commission: Machine tabulation processing of the in- 
ventory of manpower engaged in atomic energy operations 
Federal Mediation and Conciliation Service: Mechanical tabulations 
of mediation cases 
City of San Francisco: For cost of a comprehensive investigation and 
survey of working conditions and wages and salaries paid in private 
employment in San Francisco to serve as a basis for determining 
municipal salary schedules_-___-___- Teiiee Lt etl be no tel 
U. 8. Navy: To conduct cost of living survey for Naval Ordnance 
Testing Station at Inyokern, Calif 
House of Representatives: Reimbursement for salary paid to em- 
ployee performing service on a temporary loan basis 
Department of Defense: Reimbursement for salary paid to employee 
performing services on a temporary loan basis 
Wage Stabilization Board: Reimbursement for salary paid to em- 
ployee performing services on a temporary loan basis 
Office of Price Stabilization: Reimbursement for salaries paid to em- 
ployees performing services on a temporary loan basis 
Bureau of Labor Standards: Reimbursement for salary paid to em- 
ployee performing service on a temporary loan basis 
Department of Labor: Reimbursement for salary paid to employee 
performing service on a temporary loan basis 
Special computations and tabulations of data requested by private 
ing@avicuals Gnd Organisntione. 220i. os oo ee ee 700 
Airmail postage used in transmitting statistical material 50 
Photostatic copies of noneconfidential union agreements for various 
labor and employee organizations and individuals 223 


Total reimbursements 


Grand total 2, 840, 363 


Mr. Stewart. Another type of research study which we undertake 
is built on the regular program of the Bureau. This is on the require- 
ments and the labor supply available in critical occupations and in 
essential industries. This represents the conversion of our continuing 
program in the field of occupational studies. We made seven reports 
of this and the last year—machine tools, metalworking and other 
occupations of that kind were covered. Next year we believe we will 
make about 10 on occupations and industries important to production 
of military end product items. 


ADDITIONAL POSITIONS REQUESTED 


Mr. Focarry. How many additional positions are you asking for? 

Mr. Stewart. Four. 

Mr. Fogarty. What will they be used for? 

Mr. Stewart. The four projects financed under defense are essen- 
tially the same as last year. Fourteen of the positions are in connec- 
tion with studies at the national level of manpower requirements. 

Mr. Foaartry. What are these four additional persons going to do? 

Mr. Stewart. Part of the increases is in studies at the national 
level which includes feasibility tests on over-all manpower require- 
ments and resources and military manpower field studies. Other 
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additions are in the field of the specialized studies of particular occu- 
pations or essential industries—four positions altogether. 
Mr. Focarry. Thank you, Mr. Stewart. 


REDUCTIONS 


Mr. Forp. It was testified earlier that most of the reduction of the 
Bureau fell on the Bureau of Apprenticeship training. Where did 
the other reductions take place? 

Mr. Goopwin. There was a reduction of three jobs in the Secre- 
tary’s office. The Bureau of Labor Standards was exactly the same 
as far as the number of jobs was concerned. The Defense Manpower 
lost four positions, the Bureau of Unemployment Security seven, and 
the Bureau of Labor Statistics an increase of four. 

Mr. Forp. I was speaking of this effect. I understood the Depart- 
ment requested $2,656,000 from the Bureau of the Budget and your 
request to this committee is $2,100,000. Earlier testimony indicated 
that there was a reduction from $840,000 to $584,000 for the Bureau 
of Apprenticeship. That is approximately half the reduction made 
by the Bureau of the Budget. Where did the other reductions go? 

Mr. Dopson. The others are in the Bureau of Employment Security. 
We requested 164 positions at $940,000 and they approved 119 with 
$755,000. Then the reduction on the Bureau of Labor Statistics who 
requested 67 positions at $296,000 and they approved 41 positions at 
$181,000. 

Mr. Forp. Those are the two others? 

Mr. Dopson. Those are the two other major adjustments. 

Mr. Forp. It so happens that in my home—there is one of these 
dangerous areas in every group—the first or second group of Grand 
Rapids. Since then it has been taken off. 

Mr. Foaarry. I wish I could say the same thing about my district. 

Mr. Forp. The initial steps were taken and I suppose most of this 
emanated from the Department of Labor where steps were quickly 
taken and we had more trouble getting any implementation on that 
Manpower Order No. 4 than any place else. It took a month or 
more to get it sifted down from Mr. Lovett’s office to the level of the 
contracting officer and meantime people believed they could come in 
and meet the lowest price and the lowest responsible bidder. It took 
6 weeks to get an order saying he could do it. Eventually he did it. 

But additionally, when the manpower order was taken off it took 
an equal period of time to get it from the top to the bottom so the 
contracting officer was acting the other way so, I suppose, it works 
both ways. But let me ask you this, Are you keeping abreast of the 
situation so in case the employer situation becomes bad again, Grand 
Rapids and other areas which have been taken off will be reinstated? 

Mr. Goopwin. Yes. We get regular reports on those areas. 

Our regular reporting system provides for reports on 174 areas 
throughout the country. With the Manpower Order No. 4 going 
into effect, that 174 is not adequate. It does include Grand Rapids, 
however. With Manpower Order No. 4 coming into effect, we got 


requests from smaller places claiming that unemployment in their 
area justified inclusion on the list. 


We have suggested a policy for small areas which says that if an 
employer in a small area makes a low bid he will get the contract and 
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no one else gets a crack at it. We cannot afford to make surveys of all 
these small areas. They represent only about 15 percent of the metal- 
working industry and within that 15 percent, probabl not more than 
5 percent would qualify under the order. So it would not mean too 
much. It would save us a tremendous amount of work. 

The answer to your question, however, is that we get regular reports 
on your city and would know of any change. ; 

Mr. Forp. I think the State agency comes out every month with a 
report that indicates the labor situation. You would rely pretty much 
on that factual data. Wouldn’t you? 

Mr. Goopwin. That is the basic report we get. That is gone over 
here and we check it and if there is nothing wrong with it we accept 
it. Sometimes we go back to the State for more information but 
that is the basic information used. 

Mr. Forp. It has worked out very satisfactorily in our part of the 
ConniEY- I hope it does so in Rhode Island. It was of very material 
benefit. 

Mr. Goopwrn. I am glad to hear that. 

Mr. Forp. If we had gotten some action from the Department of 
Defense it would have been better. 

Mr. Goopwin. But as you say, once it starts it works. 


EFFECT OF REDUCTIONS 


Mr. Forp. Rhode Island has 13,000 employees waiting implementa- 
tion of it. The Office of Secretary in 1951, the figures seem to indicate 
about $246,000. In 1952 you requested $188,000; and the appropria- 
tion held $163,000. What was the effect of that reduction? Was 
there any material loss to the defense effort because of that. 

Mr. Dopson. The reduction in the Secretary’s office always 
follows the level of the various bureaus. Most of it goes for servicing 
the bureaus. If they do not get approval the Secretary’s office gets a 
reduction proportionately. That would be the miain adjustment 
there. 

Mr. Forp. Defense manpower in 1951 received $392,027. Today’s 
request was $373,000. The appropriation held $185,000. That was 
a fairly sizable reduction in your request. What was the real effect of 
that reduction? 

Mr. Dopson. I should say the figures you have for 1951 do not 
reflect a full year’s pay for the whole staff. I will admit, Mr. Good- 
win, we did request the sum of $300,000 for the Defense Manpower 
Administration and 30 some jobs in 1952. 

Mr. Forp. The jobs, as 1 get them from the various charts, or 
requests, were for 28 jobs and you ended up with 17. 

Mr. Dopson. That is correct, sir. The question is what effect did 
it have upon your operations—this heavy reduction? 

Mr. Goopwin. I think the most important fact is that we placed a 
larger part of the job with the bureaus. Wouldn’t you say, Mr. 
Hillyard? Some of the things we hoped to get in the Defense Man- 
power Administration we had to put with the bureaus to get the job 
done. Some things were not done and others not done well 

Mr. Forp. But apparently you got the essential jobs done? 

Mr. Goopwin. We got by. There were things that we would have 
liked to have done. Mr. Dodson just reminded me that one of the 
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factors involved was that we had a little less stress and strain on 
certain phases of the defense program. One of the factors was the 
stretch-out of certain phases of the production program, aircraft being 
an example. That took a little heat off. 
Mr. Forp. And you had to stretch out reflected the military? 
Mr. Goopwin. Yes. It was reflected somewhat. 


RESPONSIBILITIES OF NEW EMPLOYEES 


Mr. Forp. I notice in your fiscal 1953 request for the Defense 
Manpower group that you are requesting an executive assistant for 
msnagement and an executive assistant for labor —two new positions. 

Mr. Dopson. Yes, sir. 

Mr. Forp. What are their responsibilities and why have they not 
been set up before? And what is the basis for them? 

Mr. Goopwin. We have a labor-management committee. It has 
eight labor and eight management members on it. The job of keeping 
in touch with those members and keeping them fully advised of 
developments in the manpower field, the preliminary clearances of 
policy statements with them before the meetings and things of that 
kind require a large amount of work from Defense Manpower staff. 

Mr. Focarty. Excuse me, we have a meeting upstairs of subcom- 
mittee chairmen. You could continue and if there is any further 
statement you want to make to the division head make it and put it 
in the record. 

Mr. Goopwin. In this connection, Mr. Chairman, I would like to 
make this point. We are getting the manpower job done on a volun- 
tary basis. We are not is on even the indirect controls we had 


in World War II. That means that we must have the maximum 


cooperation from labor and management groups. We have a system 
of committees in order to get labor and management assistance. We 
have 13 regional committees appointed by the Secretary of Labor and 
30 area committees. In a these are in the areas where we have 
our greatest shortages and our greatest difficulties in filling defense 
employment. 

e have to keep abreast of both these labor and management 
groups. We have to be sure they are informed. A big part of man- 
aging a manpower job is to make sure that everyone understands 
what is desirable and getting a pnahing: of the minds on what the 
problem is. We are putting great emphasis on that. We feel that 
these are very important key positions and tied up with the basic 
approach we are using on the manpower job, 

Mr. Forp. In other words your past experience in the past year 
has indicated that this dual set-up is highly desirable for the next 
fiscal year. 

Mr. Goopwin. We would say highly desirable. 

Mr. Forp. The Bureau of Labor Standards for fiscal 1951 is 
$300,736. The budget request in 1952 was $500,000; the actual 
appropriation for fiscal 1952 was $191,600. That was a rather sub- 
stantial reduction in the budget request. What was the net effect of 
that reduction? 

Mr. Dopson, I believe Mr. Connolly would be the best man to 
answer that. 
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SAFETY PROGRAM 


Mr. Conno.ty. The net effect was that we had to cut our program 
in half. What I failed to say before was this: Under the system used 
in World War II the Federal Government had all these Federal 
inspectors out. Many were stationed right in plants but under the 
agreement made by the military we have 1,000 inspectors throughout 
the country today who are State inspectors paid by the State and 
under this agreement we use these inspectors rather than having the 
Federal Government pay inspectors. 

We use all these services at no additional cost. There is no kind 
of subsidy. They do the job and report it. They do their own safety 
i poy work. We have no Federal inspectors at all on the Bureau 
of Labor Standards payroll. 

However, when we first presented our bill we presented a complete 
program of what we wanted to do. One thing was to go into the 
colleges. That had to be cut out. Another part of the program we 
were going to continue was to put people in the States on a con- 
tinual promotional job. We had to get rid of that part of the pro- 
gram so we completely cut the program in half because our request 
was cut completely in half. 

Mr. Forp. Is it accurate to say that this new arrangement you 
have with the Department of Defense has substantially achieved the 
job at a considerably less cost? 

Mr. Connouiy. Oh, yes; that is very true. It is almost impos- 
sible to figure out how many millions of dollars are saved by that. 
Even the people in the Defense Department could not figure it out. 
We do know—I was commissioner of labor in Rhode Island and in 
almost every plant in the State we had a safety man, either from the 
Army or Navy or whatever Government agency had contracts there. 
In one dispute in my office we had 15 Federal representatives 
sitting in—more than the people involved in the dispute. When I 
came into my office I started the meeting going and fround the 
people who started the trouble had not arrived yet. 

hat is the kind of situation we had. That has been eliminated. 
Even through our Conciliation Service and relaxation of hours and all 
kinds of labor standards, we have worked out an agreement where the 
States themselves do the job and it is rare that you find any other 
Government member except a8 member of the Conciliation Service. 
We have a cooperative arrangement with them that works fine in most 
States. Ido not know of a State where they do not work well. 

Mr. Forp. Am I correct in understanding that the Department of 
Defense itself does not have anybody in your office or in a certain 
State office for this service? 

Mr. Connotiy. That is right. They have their own program of 
safety within their own Federal people. But we are talking about 
industrial safety in the private plants of the country. We also have 
the Federal program. They have the Federal Safety Council where 
we promote the Federal program. We started off 2 months ago to 
set up 100 new Federal Safety Councils throughout the country and 
the report I received this morning is that we had reached 85. It was 
fantastic that we could reach 100. Here we are with 85 and I am sure 
we are going to the 100 and over. That is the Federal program. The 
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other is industrial safety and I do not think the Defense agencies are 
oe one penny on any industrial inspection. It is all being done 
through the States. 

Mr. Forp. The State inspectors do not get into the departmental 
programs. 

Mr. Conno.tuy. That is not industrial safety as such. 


REDUCTIONS IN THE BUREAU OF APPRENTICESHIP 


Mr. Forp. Turning to the Bureau of Apprenticeship: 

$584,000 for 1953 and the actual appropriation for 1952, $817,000. 
The request as presented in this ry oe for the coming fiscal year is 
$584,000. Earlier it was testified that the Bureau of the Budget 
reduced your request from $840,000 to $584,000. It seems from the 
figures I have seen of all these agencies that the Bureau of Apprentice- 
ship took the largest reduction of any individual bureau? 

And at the same time it is interesting to note that your budget 
request for the fiscal year 1952 and the appropriation for 1952 for this 
Bureau was about as close dollarwise as any other. 

Mr. Dopson. That is right. 

Mr. Forp. There seems to be a difference of opinion between the 
Bureau of the Budget and the Congress on the importance of this 
particular agency. 

(Discussion off the record.) 

Mr. Forp. What was the effect, if any, of the rather slight reduction 
that Congress made in that appropriation last year? 

Mr. Dopson. That was trimming certain expenses, travel and com- 
munication costs, and we rented a very small office instead of one that 
was adequate and we also deleted a few positions. 

Mr. Parrerson. It resulted in a reduction of nine positions. We 
had 166 in 1951 and dropped back to 157. 

Mr. Forp. It had really little adverse effect? 

Mr. Dopson. That was a general reduction. 

Mr. Parrerson. Ani also the present reduction means the im- 
mediate termination of seasoned, experienced people who will be very 
hard to get back. 

Mr. Dopson. Our current,employment is 157, by the way. 

Mr. Forp. That is the maximum allowance? 

Mr. Dopson. It is; yes, sir. 


INDUSTRIAL TRAINING 


Mr. Forp. I notice in your justifications on page BA-1 this sen- 
tence: 


A defense appropriation has enabled the Bureau to intensify its regular program 


of apprenticeship promotion, and to advance industry’s use of other types of 


industrial training. 


Does that refer to an appropriation to your agency under this 
particular bill, or does it refer to a transfer made to the Department 
of Defense? 

Mr. Dopson. Entirely what is in this bill. We have had no trans- 
fer from any other agency. 

Mr. Forp. That was not clear from this statement. It might be 
read to mean that the Defense Department received an appropriation 
which was transferred to you in part. 


J 
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Mr. Dopson. We received no moneys from the Defense Establish- 
ments for this prperam, 

Mr. Forp. at will be the net effect of the reduction by the 
Bureau of the Budget in your request? 

Mr. Patrerson. We have been in touch with tens of thousands of 
agents, and many of them have indicated that they expect to get either 
prime contracts or subcontracts, and if they do that they would like 
to have our assistance. In most of those cases we will be unable to 
give them that assistance. Furthermore, we feel with the field train- 
ing our service occupies that it is tremendously important to build up 
our skills, our skills in the country, and we will have to pull away 
service similarly from those industries and find out then what they are 
critically short of in supply. 


Bureau or EMPLOYMENT SECURITY 


Mr. Forp. Turning to the Bureau of Employment Security, the 
appropriation in the fiscal year 1951 was $182,122. The budget 
request for the fiscal year 1952 was $1,250,000. 

ongress, in its wisdom, or lack of it, appropriated $6 for this 90300 
agency for the fiscal year 1952. What was the net effect of that 
reduction? 

Mr. Goopwin. I would like to ask Mr. Keenan to speak on that. 
He is Deputy Director of the Bureau and he is familiar with the 
problem. 

Mr. Keenan. The result was employing fewer people than we had 
contemplated employing, but we voluntarily for this fiscal year re- 
duced our request. The way the manpower problems developed we 
would not have needed the total number that we had asked for. 

Shortly after Korea it looked as though the manpower problem was 
going to be a great deal more intense, and we thought we were going 
to get into production urgencies, and, perhaps, manpower priorities, 
and perhaps some of the techniques which were used in World War II, 
and proposed staffing our field organization in a way that we could 
operate with the regional offices of NPA in handling a lot of priority 
matters in the field. However, it did not develop that way, and we 
did not need the number of people that we thought a month or so after 
Korea we were going to need, and in our request this year we came in 
for an amount to cover what we thought was needed, but not to 
conduct what we estimated on 18 months ago. 

Mr. Forp. Your budget for the fiscal year 1952 was prepared in 
September 1951, which was shortly after Korea? 

Mr. Keenan. That is correct. 

Mr. Goopwin. There is one specific matter that ought to be brought 
out, which is that we requested, as I recall, money for reporting 
systems for 350 areas, which is the reporting that we were talking 
about a minute ago, Mr. Chairman. We made adjustments on that 
and ended up with 174 and with a procedure which was based upon 
asking for special reports in unusual cases beyond the 174. The 
committee had something to say about that in the report, but I am 
a little hazy as to what it was that was said. 

Mr. Dopson. The committee indicated that we ought to make an 
effort to obtain moneys from the defense agencies to get information 
on some additional areas. We did stress before the committee that 
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we needed information for all these areas related to the interests of 
the Defense Establishment, and they indicated we should go and talk 
to them for some of the money. 

Mr. Forp. Did you get any? 

Mr. Dopson. No, sir. 

Mr. Goopwin. When we talked to them they said well, we do not 
have any that could be used for this purpose. 

There is one further point on the Bureau of Employment Security 
that I would like to bring out. 

I brought out in the testimony that we are asking for an increase of 
seven itions, but there is one point that I did not make that | 
think should be made. The increase in money amount is $116,000. 

Now, a good portion of that increase is tied with the staffing for a 
full year of two regional offices. 

en the defense emergency began the President made the decision 
that all defense agencies would have the same regional lines, and to 
conform to that decision we had to establish two additional offices, 
one in Minneapolis, and one in Seattle. 

We did not get those fully staffed until late in the year, so that the 
amount of lapse money involved in those two is substantial. I do not 
know whether it shows on what you have there, Mr. Keenan, or not. 
My recollection is it is in the neighborhood of $38,000. 

r. Keenan. We have $49,000 in lapse money in the field because 
the offices did not get opened up until very late in the fiscal year. 

Mr. Forp. For the next fiscal year you have these two additional 
offices? 

Mr. Goopwin. Yes. You see, it is not a question of having 
additional positions, but of additional money to carry those positions 
for the full 12 months. 

Mr. Keenan. We are not asking for more positions in the field, 
but we are asking for more money to keep them for 12 months. 

The President’s regional order provided that those defense agencies 
which were responsible for wages, pricing, materials, and manpower 
would follow a uniform regional pattern. 


Bureau or Lasor Sraristics 


Mr. Forp. Turning to the Bureau of Labor Statistics the appro- 
priation for the fiscal year 1951 was $238,580. The budget request 
was $420,000, and the appropriation for the fiscal year 1952 totaled 
$134,000. Mr. Stewart, what was the net effect of that reduction? 

Mr. Stewart. This, of course, made for a substantial reduction 
in staff over what we had planned. 

In substance, the effect of it was that we were able to undertake a 
fewer number of studies than we had proposed to undertake. We did 
a considerable load of work, nevertheless, but would have done more. 

In reviewing critical occupations we do research work in connection 
with reviewing a list of occupations on the critical occupations list. 
For quite some time in that particular field we were behind schedule 
and our staff was overworked, and we put a workload on them which 
was physically impossible to handle. So, some studies had to be 
dropped, so that instead of a series of studies that would have been 
useful in developmental work in the program in connection with the 
defense activity those had to be curtailed to four studies. This vear 
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we have serious need for those... So, it meant a reduction of staff 
and a reduction of studies and doing jess than would have been done 
otherwise, and putting a pretty heavy load on the staff and stretching 
out the work that was done. 


CONCENTRATION ON DEFENSE ACTIVITY STUDIES 


Mr. Forp. Did you concentrate on your defense activity studies 
in preference to your normal workload there in the Bureau? 

Mr. Stewart. Yes. One of the results was that more and more 
of the staff that was devoted to our regular program was actually 
thrown into work directly related to the defense effort, hence the 
actual expenditure of funds is larger than is shown in the budget 
figure. 

“Mr. Forp. So, in effect, you got the defense jobs done with a 
possible reduction in achievement in your regular work? 

Mr. Stewart. Both were curtailed to some extent because the 
defense program required a shifting which would not have been done 
otherwise, and unfortunately was not conducted at the level that it 
would have been otherwise. 

Mr. Forp. That is all, unless there is any comment that you gentle- 
men wish to add to the record that has already been made. 

Mr. Goopwin. Thank you very much, Mr. Chairman. 


GENERAL SERVICES ADMINISTRATION 


WITNESSES 


JESS LARSON, ADMINISTRATOR OF GENERAL SERVICES 
MAX MEDLEY, COMPTROLLER 

D. E. A. CAMERON, DIRECTOR, BUDGET DIVISION 

W. E. REYNOLDS, COMMISSIONER OF PUBLIC BUILDINGS 
P. V. FINEGAN, CHIEF, ACQUISITION AND UTILIZATION 

J. E. STRAWSER, BUDGET REPRESENTATIVE 

Cc. E. MACK, COMMISSIONER OF FEDERAL SUPPLY 

L. L. LEEPER, DIRECTOR, CONTROLLED MATERIALS 

R. H. BAHMER, ASSISTANT ARCHIVIST OF THE UNITED STATES 
B. R. KENNEDY, DIRECTOR, FEDERAL REGISTER 
WALTER ROBERTSON, JR., BUDGET REPRESENTATIVE 


EMERGENCY OPERATING EXPENSES, GENERAL SERVICES 
ADMINISTRATION 


Amounts available for obligation 





| 
1951 actual 1952 estimate | 1953 estimate 





Appropriation or estimate... -__.........---.--.-------.-- 
Transferred to ‘Salaries and expenses, Defense Materials 


Procurement Agency,”’ pursuant to Executive Order 10281. 





Comparative transfer from ‘‘Expenses of defense production, 
Executive Office of the President”... ....-....-...-..--...-- 

Comparative transfer to ‘“‘Salaries and expenses, Defense Ma- 
terials Procurement Agency” 


TE CD Sin aot oe nc avaunenhsqustiaspesccaeninas 
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Obligations by activities 





1951 actual 


1952 estimate 


1953 estimate 





1. 
2. 
3. 
4. 
5. 


| eaeapen ngs Manageme 

x pon nr and utiiation 
mant agency fun 

Federal Register oe 


. Defense production paeediaation 


$5, 423, 853 
8, 192 
8, 076 


6. Expediting construction 
Total obligations 


92, 710 


$8, 786, 015 
40, 300 


$8, 240, 000 
40, 000 
120, 000 
100, 000 








5, 962, 824 








Obligations by objects 





Object classification 


1951 actual 


| 
1952 estimate 
| 


1953 estimate 





Total number of permanent 
Full-time equivalent of all ot 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 


tions 


Personal services: 
Permanent positions 
Part-time and temporary positions 
egular pay in excess of 52-week base 
Payment above basic rates: Overtime and holiday 


Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 

Taxes and assessments 


Total obligations 


02 
03 
04 
05 
06 
07 
08 
09 
15 











“1 











&| ss8825 


8 








Analysis of erpenditures 





1951 actual 


1952 estimate 


1953 estimat e 





Unliquidated obligations, start of year 

Obligations incurred during the year 

Deduct unliquidated obligations, end of year 
Total expenditures 

Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations_ 


$935, 000 
8, 500, 000 





9, 135, 000 
935, 000 


9, 435, 000 
870, 000 





8, 200, 000 


8, 565, 000 














7, 665, 000 
900, 000 





Mr. Tuomas. Gentlemen, the committee will please come to order. 
We have with us this afternoon the General Services Administration 
represented by its very distinguished Administrator, Mr. Larson; Mr. 
Medley, comptroller; and Mr. Cameron, Director of the Budget Divi- 


s10n. 


We also have Mr. Reynolds, Commissioner of Public Buildings; 
Mr. Finegan, Chief of Acquisition and Utilization; Mr. Strawser, 


budget representative. 
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We also have Mr. Mack, Commissioner of Federal Supply, and 
Mr. Leeper, Director, Controlled Materials. 

We have Mr. Bahmer, Assistant Archivist of the United States; 
Mr. Kennedy, Director of the Federal Register; and Mr. Robertson, 
budget representative. 


Gentlemen, it is nice to see all of you. Mr. Larson, do you have a 
short statement for us? 

Mr. Larson. I have a short statement, Mr. Chairman, which has 
been furnished to the committee. I think we are ready to jump right 
into the middle of this. 

(The statement referred to is as follows:) 


GENERAL STaTEMENT BY Mr. Jess Larson, ADMINISTRATOR 


The General Services Administration is the service agency of the regular execu- 
tive establishment charged under the Federal Property and Administrative Serv- 
ices Act of 1949, as amended, with the responsibility for devising, supervising, 
and servicing systems of management of the Government’s real property, personal 
property, and records. 

Programs of the Defense Production Act require services of the Administration 
in two categories: (1) Those for which GSA has Government-wide jurisdiction 
under the Federal Property Act, and (2) those prescribed by Executive orders 
issued pursuant to the Defense Production Act. 

Under the first category are two general services. The first is the so-called 
“landlord”’ service of providing office space throughout the United States for 
agencies exercising responsibilities under the Defense Production Act. The second 
is the archival responsibilities for publishing orders and regulations of ‘defense 
production agencies on a daily basis, a cumulative digest of such orders and 
regulations on a monthly basis, and a handbook of the organization of the emer- 
gency agencies on a semiannual basis. 

Under the second category is the function delegated to the Administration for 
representing Federal agencies in their priority requirements for items of “‘common 
use.’ 

As the services required of GSA under the Defense Production Act are of a 
temporary-emergency character, appropriations for financing them are included 
under the head of ‘‘Emergency operating expenses,’’ which also includes an appro- 
priation for financing temporary emergency services supplied for the Department 
of Defense and defense related agencies. 

Presentation of estimates for ‘‘Emergency operating expenses” is made in two 
parts, one for services for defense and defense related agencies and the other for 
services for defense production agencies. 

The budgets for administrative expenses of defense production activities which 
the President transmitted to Congress on June 13, 1952, included a budget for the 
General Services Administration of $8,500,000, a reduction of $750,000 below the 
appropriation for the same purposes for 1952. 

Ninety-seven percent of this budget for 1953 is for providing “landlord” services 
in connection with office space occupied by DPA agencies. Most of this space is 
in leased buildings, although “landlord” services are provided in some leased 
space by GSA employees on a reimbursable basis. The remaining 3 percent of 
the budget consists of three relatively minor activities. 

Detailed explanation and justification of the performance proposed for 1953 
and the expense of carrying it out have been submitted to the committee in 
advance of the hearing. 


APPROPRIATION REQUEST 


Mr. Tuomas. Will you tell us about it right quick? Your statement 
has been placed in the record. 

Mr. Larson. These activities are the emergency activities that 
are related to the Defense Production Act. 

You will recall, Mr. Thomas, we appeared before your subcommittee 
with an “Emergency operating expense” item that was tied to the 
Department of Tichanos and related activities. 
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Mr. Tuomas. You have six items here, have you not? 

Mr. Larson. No; there are really only four items, Mr. Chairman. 

There is “Buildings management,” $8,240,000; “Space acquisition 
and utilization,’ $40,000; “Claimant agency functions’ $120,000 
and $100,000 for the publication of the regulations and handbook in 
connection with the Federal Register. 

Mr. Txomas. Will you insert in the record, Mr. Reporter, please, 
sir, page 3? 

(The justification is as follows:) 


Summary of the estimate 

















Activities 1952 1953 

L Buildings $8, 
1. ae SPEER Sere tat Gs pe ee ave ee rae ges pV RES ee the 786, 015 $8, 240, 000 
2. ppeee acquisition and utilisation....._.:........--..-.---n------ Lane neene 40, 300 40, 000 
3. Claimant A: SR i citen oc oocncnwdonn © eeevainertine tacos dareereaihaanaiaee 123, 000 120, 000 
Mies Ga a boss sse ei ie ee I aL 120, 000 100, 000 
5. Defense production coordination... -................-...--..---------..-- 1 180, 685 j...-.---..--.. 

etal eee lite tnect din oinprioeateeey bra maka pesacgrap-sceenin e-aitmy anak eeaale 9, 250, 000 8, 500, 000 





! Functions transferred to Defense Materials Procurement Agency in 1952. 
CHANGE FROM 1952 


Mr. THomas. How much increase is there needed for that over the 


gag bill? 
r. Larson. You mean the change from 1952? 

Mr. Tomas. Yes. 

Mr. Larson. There is a decrease of $750,000. 

Mr. Tuomas. $8.7 million against $8.2 million? 

Mr. Larson. That is right for the “Buildings management”’ item. 

Mr. Tuomas. Space acquisition? 

Mr. Larson. A reduction of $300. 

Mr. Tuomas. Claimant Agency functions, $3,000; Federal Register 
has a reduction of $20,000. You eliminated the item of ‘Defense pro- 
duction and coordination’’? 

Mr. Larson. That is correct. 


Buitpincs MANAGEMENT 


Mr. Tuomas. What is involved in the first item of ‘buildings 
management’’? 

Mr. Larson. Mr. Reynolds is here to go into the details of that. 
With the permission of the committee, I would like for him to make a 
statement. 

Mr. Reynotps. If you will turn to page 6, Mr. Chairman—— 

Mr. Tuomas. Let us put the table on page 5 in the record, first. 

(The table referred to is as follows:) 
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EMPLOYMENT IN DEFENSE PRODUCTION AGENCIES 


Mr. Reynoups. On page 6 there is given the estimated employ- 
ment of defense production agencies as of June 30, 1952, and June 30, 
1953, as furnished to us by the Bureau of the Budget. 

This estimate contemplates space on July 1, 1952, to house 23,536 
people out of a total of 29,774, the difference being 6,238 people which 
we are putting into Government-owned space which is operated under 
the normal operating expense program. 

Mr. Tuomas. I recognize these figures from your regular 1953 
estimate. What relationship do these have with your regular 1953 
budget? 

NO PROVISION IN REGULAR ESTIMATES 


Mr. Reynotps. None. There is only a mention in our regular 
estimates that this item would be set up at a later appropriate time. 
This is purely for defense-production activities that are not normal 
to our regular functions. It is not included in the regular 1953 
estimate. 

Mr. Tuomas. This includes your regular war agencies, and more 
building space for them? 

Mr. Reynoups. The emergency estimate has been divided as it 
was last year, into first, the so-called defense activities, which were 
included in the regular request for 1953, and second, the Defense 
Production Agency space activities. But at that time we pointed out 
that the space in NPA and DPA 

Mr. Tuomas. In other words, there has been no comingling of the 
two? 

Mr. Reyno.ps. No. 

Mr. Tuomas. The number of employees who will be carried directly 
on the payrolls of defense production activities and included in their 
schedules of obligations as “01, Personal services’’ and 2, the number of 
employees performing DPA functions on the basis of reimbursement 
from DPA agencies and provided for under 07, which is services per- 
formed by other agencies? 

Mr. Reyno.ps. That is right. 

Mr. THomas. What you are doing is justifying it for them, is that 
correct? 

Mr. Reynoups. That is correct as far as office space is concerned. 

Mr. Tuomas. Purely a transfer? 

Mr. Larson. No. 

Mr. Reynoups. We are required to provide the housekeeping func- 
tions for them as we did last year. We come to you for a request for 
funds for housekeeping purposes. That is not included in their 
budgets. 

Mr. Tuomas. That is the point. It is not included in their budgets 
and it is included in yours? 

Mr. Reyno.tps. That is correct. 





REASON FOR NOT INCLUDING IN REGULAR ESTIMATES 


Mr. Tuomas. Why was it not put in the regular 1953 budget? 
Mr. Reynotps. The authorization had not been approved at that 
time. 
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Mr. Tuomas. What do you mean, “‘The authorization had not been 
approved?” 

Mr. Reynoups. The DPA Act had not been extended. It is being 
considered by Congress now. 

Mr. Tuomas. You mean, up to date? 

Mr. Larson. The President had not forwarded the item until a few 


days ago. 

} i somaa: Then your regular national defense budget is not 
broad enough to include this? 

Mr. Larson. There was a one-line entry in the budget for 1953, 
that it would run approximately $8,000,000. This is the breakdown 
of that item. 

Mr. Tuomas. If my memory serves me correctly, did we not have 
an item in the 1953 budget or war agencies of which the War Depart- 
ment had about 92 percent of the space? 

Mr. Larson. That is correct, and the committee allowed $22 mil- 
lion. That is in the pending independent offices appropriation. 


EMPLOYEES TO BE HOUSED 


Mr. THomas. Your employment jumps from 

Mr. Larson. These employment figures here are the people em- 
ployed by the Defense Production Act agencies for whom we have to 
furnish space, not employment of GSA. 

Mr. THomas. How many employees do you have involved here? 

Mr. Reynotps. 29,774 as of June 30, 1952. That ‘is approxi- 
mately the same number as now. We are providing space for 6,238 
of them by crowding them in several of the buildings financed from our 
regular operating expenses appropriation. 

Mr. Tuomas. Then what you are seeking is space for 19,000 people? 

Mr. Reyno.tps. 23,536. 

Mr. Tuomas. You have a total estimate for 1953 of 25,000 and 
6,000 in Government buildings. That would make 19,000 roughly. 

Mr. Reynotps. That would be 19,000 at the end of the fiscal year 
1953. We have tried to evaluate those figures spacewise and have 
come up with the estimate we have before you. 

Mr. Tuomas. Mr. Reporter, will you insert in the record page 6? 

(The material referred to is as follows :) 





BuILpINGs MANAGEMENT—JUSTIFICATION OF PERFORMANCE 
DEFENSE PRODUCTION EMPLOYMENT SUPPLIED BY THE BUREAU OF THE BUDGET 


( 

The following table sets forth the number of employees of agencies engaged in 
defense production functions as of June 30, 1952, and June 30, 1953, as supplied 
by the Bureau of the Budget to the General Services Administration June 11, 1952, 
for the purpose of this estimate. - It will be noted that the employment is in two 
categories: (1) The number of employees who would be carried directly on the pay- 
rolls of defense production agencies and included in their schedules of obligations 
as “Ol Personal services’; and (2) the number of employees performing DPA 
functions on a basis of reimbursement from DPA agencies and provided for under 
“07 Services performed by other agencies.” 
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Employment June 30, | Employment June 30, 
1952 1953 














Defense Production Act agencies 
(01) | (7) | Total | (01) (07) | Total 
Defense Transportation and Office of Defense Mobili- 

I ciliince tii: Scien Aaiainiln aeabesbibt wile uth nevicisasne atid 349 210 559 349 195 544 
Department of Commerce (including NPA and DPA)-_| 6,610 |_......- 6,610 | 4,869 |-...__.- 4, 869 
Economic Stabilization Agency... .......--.~...-.-.- 18,389 } 1,558 | 19,947 | 16,105 | 1,517} 17,622 
Small Defense Plants Administration________________- 486 |.....-.. 486 __ _  eeeapier 565 
Miscellaneous agencies and functions (including Agri- 

culture, Interior, Labor, Federal ty, Howie, 

and Home Finance, Defense M Procuremen 

I DITO 5 < cpt - enciepenbsbonbickdehindai hp chen 1,659 513 | 2,172} 1,465 250 1,715 

Nei iccine sckciaietanbbudiniaceasiniatachintinindiaintibivilenincncncrwicelphd 27,493 | 2,281 | 29,774 | 23,353 | 1,962} 25,315 























Mr. Tuomas. How are these broken down as to Departments? 
How many employees does Defense Transportation have? 

Mr. Larson. 544 for Defense Transportation and Defense Mobili- 
zation. 

Mr. Tuomas. The Department of Commerce has 6,610? 

Mr. Reyno.ps. 6,610 as of the end of this fiscal year, and down 
to 4,869, estimated at the end of 1953. 

Mr. Tuomas. The only thing we can go by as of now is the 1952 
figure. 

(Discussion off the record. 

Mr. Tuomas. Your ESA crowd is 19,900? 

Mr. Larson. Yes; ESA. 

Mr. Tuomas. Then your Small Defense Plants crowd is 486. 


COST OF RENTED SPACE 


What is your rental cost in here on an average? 

Mr. Reyno.ps. We figure $2.42 a square foot. 

Mr. Tuomas. Can you break it down reasonably accurately be- 
tween the District of Columbia and the field? 

Mr. Reynoups. Of the total average amount of space, for 1953 
which is 3,483,000, about 16 percent is in the District of Columbia 
or adjacent areas, and the remainder is in the field. 

Mr. Tuomas. Do you have it broken down in units in any place in 
the justification? 

Mr. Reynotps. No. 

Mr. Txomas. Can you supply that for the record? Does anybody 
have an approximate idea? It is bound to be 300 or 400 or 500 
units, different installations? 

Mr. Reynoups. Yes, hundreds of them. 

(The material referred to is as follows:) 

Tt is estimated that during fiscal vear 1953, 526 leases will ‘be in effect covering 
pace located in metropolitan areas throughout the country and the Territories. 

Mr. Txomas. What about your administrative costs? 

Mr. Larson. They are broken down here on page—— 

Mr. Tuomas. Mr. Reporter, will you insert in the record page 8? 

(The material referred to is as follows:) 
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BuILpDINGS MANAGEMENT—OTHER OBJECTS OF EXPENDITURE 


Travel, $6,000.—No provision is included in this estimate for salaries of em- 
ployees — in the over-all direction and supervision of this emergency 
program. Such services are absorbed by employees whose salaries are provided 
under the “Operating expenses” appropriation. However, $6,000 is included in 
this estimate to cover the additional travel required by such employees in the 
prosecution of this program. 

Communication, $3,000.—This amount provides for the nominal requirements 
for communications applicable to this program covering the management of 
space and buildings in a great number of communities throughout the country. 

Rents and utility services, $6,300,000.—The fixed funds for this purpose are based 
on contract costs during 1952 for rent of space and utilities used in the occupancy 
of the average of 3,483,000 square feet of space to be managed under this estimate 
during fiseal year 1953. 

Other contractual services, $1,856,000.—The amount for other contractural 
services represents the cost of operation, maintenance, and servicing of the 
average of 372,000 square feet of Government-owned space and 3,111,000 square 
feet of leased space where such services are not provided as a part of the lease. 
Performance of such services is either by contract or integrated with the opera- 
tion of buildings in the larger metropolitan centers, under the regular building- 
management program. 


The remaining amount of $75,000 includes $69,231 for personal services and 
$5,769 for other administrative services expenses related to the operation of 
this program, 

Mr. Tuomas. Tell us something about how many extra employees 
you will have. 

You have $6,000 for travel; $3,000 for communication; rents and 
utility services, $6,300,000; other contractual services, $1,856,000. 
There is a total of 3,483,000 square feet. How much do they have as 
of some recent date? 

Mr. Reynotps. That is substantially what they have at the present 
time. 

Mr. Tuomas. Of course, as the matter stands today, we do not 
know whether they will add to it or not; 99 chances out of 100 this 
will be reduced by some 20 to 25 or maybe 30 percent. That is 
problematical. 

LAG IN RELEASE OF SPACE 


Mr. Reynoups. We do have this problem, Mr. Chairman, which 
I think is appropriate to mention at this time. We have to enter 
into leases at the beginning of a fiscal year in these activities. As 
they drop off, the curtailment in rentals is extremely difficult until 
you get an area large enough to relinquish part of the space and give 
it back to the owners. 

Mr. THomas. What type of lease are you getting on this? Are you 
tying yourselves up from year to year or on a monthly basis? 

r. Reynoups. A great many of the leases are on a yearly basis. 

We have some with a 30-day cancellation clause. We are having 
great difficulty in acquiring on the 30-day cancellation basis 
unless we pay a premium for the rent. 

No one wants. 10. S005 sale uy oe Senn Dn oe Saar aoe 
then know he may be canceled out after 2 months of occupancy. A 
great many of them are on a year-to-year basis. 


205583—52—pt. 224 
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Space AcQuisITION AND UTILIZATION 
Mr. Tuomas. Mr. Reporter, will you insert page 10 in the record 
at this point? 
(The material referred to is as follows:) 


Emergency operating expenses, GSA, Public Buildings Service—Space acquisition 
and utilization 

















Average employment 
Amount 
Department Field Total 
ct SEE RES EIR RE SBE ALS ay? SS AS | ee 8 8 
RNID. anitrensit Shik. S524. hese PI: Leo wali cu okie b dela BONS ncibeank sone 
RR aaa Riad SLMS | 0,000 |... s 8 








HIGH-LIGHT STATEMENT 


General purpose space for housing the functions of agencies established under 
the Defense Production Act is provided and its utilization is controlled through 
consolidations and realinements in federally controlled buildings and by the 
leasing of commercial facilities. The amount of space required for those func- 
tions is that shown under the “Buildings management activity.” Space is pro- 
vided or released where, when, and as required for the Defense Production Act 
agencies to accommodate their employment plans. Although the net number of 
leases will be about the same in 1953 as in 1952, it consists of additions for some 
agencies and decreases for others as shown in the employment schedule supplied 
by the Bureau of the Budget. 


Program and performance 











1951 | 1952 | 1953 
Number of leases. .............-.... 60 Ses Fc Pe ae ee et! 409 | 531 526 
Unit cost per lease.________- 4 dipaisiee dureomdiabhibcaaais otiaa webs > taothesies Sol Senslai ciated $73. 33 $76 $76 
8 SR ST ER eS 5 EE EL Sa? 5 $29, 993 $40, 300 , 000 





JUSTIFICATION OF PERFORMANCE 


The workload of this activity is expressed as the number of leases for building 
space. The lease unit used contemplates a complete service including, where 
appropriate, searches for space, advertising, negotiation, execution or reexecution, 
renewal, amendment, extension, cancellation, and space-utilization planning and 
inspections. In addition, the work unit embraces the exhaustive screening of 
federally controlled space to assure that existing space is used to the maximum 
extent. 

Leasing operations for agencies covered by this program have reached their 
peak. Up to this point, emphasis was necessarily placed on the securing of space 
that was quickly needed at points where the demands existed. These along with 
other related operations, provided an extensive workload for the relatively small 
space staff. A declining program is contemplated for some of the agencies served. 
The need to retain the present small staff to perform vital operations of recapturing 
space as soon as it becomes vacant is a real and pressing one, and will engage a 
large part. of the staff’s energies. It will be necessary to (1) negotiate with lessors 
for cancellations of firm leases and for reduced areas, (2) plan and effectuate con- 
solidations in new locations or within reduced areas, and (3) perform other time- 
consuming operations to take the earliest advantage of the decrease in DPA 
agencies’ personnel. Despite the continued heavy workload, a slight decrease in 
funds is estimated for 1953. 
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Mr. Tuomas. That is your space acquisition and utilization. That 
is an item that you carry in your regular bill. 

Mr. Reyno.ps. It includes eight additional people for this work. 

Mr. Tuomas. Ata cost of $40,000? 

Mr. Larson. Yes. 

Mr. Tuomas. Then you will have personal services at a cost of 
$33,800; travel, $4,700; communication. services, $700; printing and 
reproduction, $400; supplies and materials, $400. 


CLAIMANT AGENCY FUNCTIONS 


Then you have your Claimant Agency functions at a reduction o¢ 
$3,000, which will make for this purpose $120,000; travel, $5,280; 
communication services, $1,170; printing and reproduction, $1,400; 
and other contractual services, $900; supplies and materials, $700. 


FEDERAL REGISTER FUNCTIONS 


Tell us something about the Federal Register. You are reducing 
that by $20,000 at a cost of $100,000; 13 employees. Your personnel 
cost will be $56,000; other objects, $44,000. 

Mr. Reporter, will you put the first paragraph on page 17 in the 
record at this point? It reads as follows: 


This estimate deals with the additional workload resulting from the defense- 
emergency activities on (1) the central filing, cataloging, custody, and public 
inspection of Presidential proclamations and Executive orders and other Federal 
rules and regulations as required by the Federal Register Act— 


and so forth. 
(The material referred to is as follows:) 


This estimate deals with the additional workload resulting from the defense- 
emergency activities on (1) the central filing, cataloging, custody, and public 
inspection of Presidential proclamations and Executive orders and other Federal 
rules and regulations as required by the Federal Register Act; (2) the daily publi- 
cation of such documents in the Federal Register; and (3) the compilation and 
publication of appropriate material in the Code of Federal Regulations and 
supplements thereto. The normal workload of the daily issue of the Federal 
Register is 9,500 pages published annually. The increased workload will add 
some 5,000 pages in 1952 and 1953, which represents an increase of about 50 
percent above the normal workload. In addition, the Code of Federal Regula- 
tions will increase as a result of the defense-emergency. The workload by pages 
proportionately decreases from 1952 to 1953, reflecting a decline in the number of 
new regulations and cancellation of existing regulations. 


Mr. Tuomas. I believe that is exempt from the publicity amend- 
ment in the Senate, the Senate bill of the independent offices; is that 
correct? 

Mr. Larson. That is correct. 

Mr. Tuomas. It might be well to put the table in the middle of 
page 18 in the record, which reads as follows: 

This publication is the means by which the component agencies of the Office 


of Defense Mobilization make known to industry engaged in defense production 
these orders, regulations, delegations, and forms that are currently in effect. 


(The material referred to is as follows:) 
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1952 1953 
Workload in units: 
SE ETS eT ten etna EEN Sieg AS RANE iéeeainatans 1, 500 1, 5 
upeenrennecc ss cic Le ec ti a eee i $46. 20 $34. 2 
Performance cost --_____- wlaipialn Reena bre daneds« titties naabiistitieiain ab RIS «til $69, 300 $51, 30 





Mr. Tuomas. The number of pages in 1952 were 1,500. They will 
be the same for 1953. The unit cost per page in 1952 was $46.20 and 
in 1953 they will be down to $34.20. That is fine. How did you 
do that? 

Mr. Wuirtten. This might be off the record because I do not know 
that it applies here, with your permission, Mr. Chairman. 

(Discussion off the record.) 


OBLIGATION FOR LEASE PAYMENTS 


Mr. Forp. Mr. Larson, the only thing that I would like to question 
is strictly for the ose of avoiding some of the difficulties that we 
had last year on the floor of the House. 

Included in the figure of $8,240,000, what portion of it is devoted 
to the contract obligations which the General Services Administra- 
tion has? 

In other words, you sign leases for a period of time and for those 
leases the Government is bound. What percentage of the $8,240,000 
falls under that category? 

Mr. Larson. On page 8, “Rents and utility services,” $6,300,000. 


PERIOD OF LEASES 


Mr. Forp. Do all those contracts run from the beginning of the 
fiscal year to the end of the next fiscal year, with the exception of 
— you have the 30-day cancellation clause which was mentioned 
earlier? 

Mr. Reynoups. The majority of them, I would say, are on a year- 
to-year basis, because we have great difficulty negotiating a contract 
with a 30-day cancellation clause in the present market. There are 
a number that are on a 30-day cancellation clause basis. 

Mr. Larson. Mr. Reynolds, I think what Congressman Ford asked 
was, do they run coincident with the fiscal year, in other words, from 
June 30 to June 30, or July 1 to June 30. 

Mr. Reyno.tps. That is right. 

Mr. Larson. We have a great many that we had to acquire on a 
yearly basis when the beginning of the rental did not coincide with 
the fiscal year. 

Mr. Reynoups. Generally speaking, the rents have been on a fiscal- 
year basis, because that is the way the appropriations are made. 

In order to tie up space you usually have a commitment before the 
end of the fiscal year. You have to do something about it because 
the owner requires time, if you are not going to take it. 

Mr. Larson. It is the plan to get it on a fiscal year-to-year basis 
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Mr. Forp. You mean, sign a lease for 15 months? 
Mr. Larson. Yes, 4 months, and then renew it coincident with the 
fiscal year. 
DETERIORATION OF FEDERAL BUILDINGS 


Mr. Focarry. Your General Services Administration is responsible 
for the maintenance of all federally owned buildings? 

Mr. Reynotps. No; not all of them, Congressman. Generally 
speaking, the breakdown between ourselves and the Post Office on 
operations is based upon a percentage of space utilized by the Post 
Office Department. The Post Office Department operates the build- 
ing if itis 51 percent. If they utilize less than 51 percent of the space, 
General Services operates it. 

Mr. Tuomas. What about the Bureau of Internal Revenue? 

Mr. Kina. Yes. Generally speaking. 

Mr. Fogarty. Do they allow themselves to assume any of the 
responsibility for the maintenance of these buildings that they are in? 

Mr. Reynoups. We are taking over practically all of their rentals. 
That has been a transition in the last year and one-half. ‘ 

Mr. Fogarty. I have an office in a federally owned building of the 
customs service. At least they are manily responsible for it. They 
are the largest tenant, I guess, in this old building in Providence, 
R. I. I have deen in there for 6 or 7 years. I can see every year 
where that building is deteriorating all the time. 

It has been in need of painting and the help has been apparently 
cut. You do not have the help you had at one time and it 1s physi- 
an, impossih'e with the help you have assigned to keep up that 
building. 

ar, in the long run, that is not going to save the Federal Govern- 
ment any money, is it? 

Mr. Reyno.ps. I think not. Because of the emergency, the fund 
situation has been tight and we are cleaning the buildings two or 
a times a week instead of daily and cut down on repairs and so 
orth. 

Mr. Focarry. It has shown up in the operation of these buildings. 
Being there I can see it with my own eyes and I do not think it is 
good economy for the Federal Government, especially in a buildin 
they own, and all the people in it are Federal people from a Feder 
agency. 

EFFECT OF REDUCED GUARD FORCE 


In the customs service I know many times they have thousands of 
dollars worth of customs in the building itself, and sometimes there 
is not even a watchman there. 

I checked on this before and they tell me you just do not have the 
help available to go around. Is that right? 

Mr. Reyno.tps. That is right. 

Mr. Focarry. In an operation like that, if a break did occur, and 
forty or fifty thousand dollars worth of goods were stolen, who would 
be responsible? 

Mr. Rreyno.ups. That is a hard question to answer. 

Mr. Focarry. Congress would have to assume some responsibility, 
would they not? I am not trying to blame you. 
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I have checked into this thing two or three times and I am con- 
vinced you do not have sufficient help to properly maintain these 
buildings, these federally owned buildings. 


CAUSE OF REDUCED REPAIR WORK 


Mr. Reynotps. We have been suffering in two categories, to be 
frank about it. 

One is the point you raised a moment ago and that is on the care 
and preservation of buildings. For fiscal year 1954, we are suggesting 
that consideration be given to a rather material increase in that fund. 
We have a lot of space where we have not painted for 10 years. We 
are on a basis largely of emergency repairs. We have to keep the 
elevators and the high pressure boilers going and things of that sort. 
However, in many of our older buildings, particularly in post offices, 
the lighting is so bad that we have to use case lighting which is ex- 
pensive and cuts down on production. 

There was a test project at Richmond recently and they showed, 
after an expenditure there of about $50,000, that they probably paid 
for the test in the first year of operation, with improved lighting. 

The program is estimated at about $27 million for Post Office work 
only. Then they have another program which is very important, 
especially in the South, for air-conditioning some of these places where 
people have to work under rather adverse conditions. That runs 
about $30 million. Then in the program covering the operation of 
the buildings, exclusive of repairs, we are now operating about 20 
percent below the cost of private enterprise. We do not believe we 
can do a better job than they can. It is true, however, we are required 
to do more tenant changes than they are. We are doing the best we 
can with the reduced appropriations. We are getting some com- 
plaints, of course, but I think everyone understands our problem 
fairly well. It is a question of saving as much money as we can in 
building operations. 

Mr. Tuomas. I think you are right on your maintenance of your 
buildings 100 percent. As well as | remember, they have under their 
via ay 4,800 buildings inside and outside the District of Colum- 

ia. From time immemorial, in independent offices we carried an 
item, I believe it was $5 million and subsequently it was stepped up to 
$10 million, for ordinar ymaintenance and repair to these buildings. 
Obviously that is not enough money to go around. 

You will recall about 4 or 5 weeks ago, from the floor, that $10 
million item that would take care of these 4,800 buildings in ordinary 
painting, repairing and fixing a leak here and putting a door here and 
putting in a screen here, the House reduced that to $9 million. You 
cannot possibly maintain buildings for that. It will take 25 or 30 
million dollars. 

Mr. Reynoxps. There are 5,541 buildings, to be exact. Of course, 
private enterprise has found that it does not pay to let a capital 
investment like that go to pot on account of the necessary repairs. 
I will say this much for the chairman, that he has always been helpful 
to us in trying to get funds for repairs. 

Mr. Foacarry. You have had difficulty also in the last 2 or 3 years 
because of certain civil service regulations in the selection of em- 
ployees? Have you run into trouble there? 
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Mr. Reynoups. We have. ‘ 

Mr. Foearry. I have noted that where you have had to let men 
go who have worked in there for 10 or 12 years because of these various 
amendments to the Civil Service Act and the replacements have not 
been anywhere near comparable to those who were let go because of the 
changes in the civil service regulations. 

Mr. Reynoups. Another factor has entered into it which is very 
important. That is, we have before the Independent Offices Com- 
mittee, a problem of housing X number of people. There is always the 
thinking that in making reductions for employment in other agencies 
that there should be an automatic reduction for us. But we have a 
physical problem. We have a definite number of buildings which we 
must operate regardless of whether they are 80 percent occupied or 
100 percent occupied. There is always a lag of several months— 
if 10 percent of the people drop off—before we can make shifts in 
order to put other people into this vacated space. It is like playing 
a most complicated game of chess. 

Mr. Foaarry. | think you are doing the best you can but I do not 
think you have been given enough money to provide these services. 
I do not know who these Members of Congress are who reduce these 
appropriations, who they think they are kidding when they say they 
are saving money. In the end it will cost the Federal Government 
more money by some of these reductions in areas which we have been 
speaking about here this afternoon. 

Thank you. 


COMPARISON WITH 1952 


Mr. Forp. The budget estimate for this last year was $12,500,0005 
Mr. Larson. Eventually the appropriation was amended to 9,135,000. 
What was the net effect of that reduction? 

Mr. Larson. We were able to meet the requirements of the defense 
production agencies within the amount appropriated because the 
recruitment of the people we had to furnish space and other services 
for did not accelerate as early in the year as the rate upon which the 
estimate was based. 

Mr. Forp. In effect, the reduction of a little over $3 million did 
not hinder or hamper the job which your agency was called upon to 
take care of? 

Mr. Larson. For the reason which I stated, that is correct, Mr. 
Ford, but we will need every dollar this year. 

Mr. Tuomas. Thank you very much, gentlemen. 
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DEFENSE TRANSPORT ADMINISTRATION 


WITNESSES 

JAMES K. KNUDSON, ADMINISTRATOR 

HOMER C. KING, DEPUTY ADMINISTRATOR 

CLARENCE BARKER, ADMINISTRATIVE OFFICER 

GEORGE A. MEYER, CHIEF, FIELD OPERATIONS, STREET AND 
HIGHWAY TRANSPORT DIVISION 

CHARLES L. HARRISON, ASSISTANT DIRECTOR, BUREAU OF SERV- 
ICE, I. C. C. 

FRANCIS A. SILVER, GENERAL COUNSEL 

F. BERKELEY ROBINS, DIRECTOR, EQUIPMENT AND MATERIALS 
DIVISION 

ROBERT R. HENDON, DIRECTOR, TAX AMORTIZATION AND DE- 
FENSE LOANS DIVISION 


SALARIES AND Expenses, DEFENSE TRANSPORT ADMINISTRATION 
Amounts available for obligation 





| | 
1951 actual | 1952 estimate 1953 estimate 





Avpreprietion or estimate _.| $2,543, 750 
bursements from other accounts Bs 28 





Total available for obligation se 2, 545, 578 
Unobligated balance, estimated savings : —80, 578 


Obligations incurred 
Comparative transfer from “Expenses of defense production, | 
Executive Office of the President” 














Total obligations 





Obligations by activities 
Defense mobilization—1951, $870,345; 1952, $2,465,000; 1953, $2,500,000. 
Obligations by onjocts 


Object classification | 1951 actual | 1952 estimate | 1953 estimate 





Total number of permanent positions___..........-...--.---.- | 
Full-time equivalent of all other positions 
Average number of all employees_--_............--.-.---.----- 





Average salaries and grades: 
General schedule grades: 
Average salary - 
Average grade 
Crafts, protective, and custodial grades: 
Average salary 
Average grade 





Personal services: 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base_..............-. (RoEre Re 28 
Payment above basic rates. | 
Payments to other agencies for reimbursable details. _ __| 





Total personal services , 1, 112, 500 
Travel | , 83, 000 80, 000 
Transportation of things et 50 500 
| TAREE AAR Ble iTS: | f » 17, 000 
Printing and reproduction ; 5, 000 
Other contractual services | 5, a 3, 000 
Services performed b 320. . 1, 260, 000 
Supplies and materia 14, 000 
Equipment ; 5, 000 
Taxes and assessments 


aS eee 





Total obligations 870, 345 
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Analysis of expenditures 





| 1951 actual | 1952 estimate 1953 estimate 





Unliquidated obligations, start of year._......_..__._-_______. easiest 


| $90, 000 
Obligations incurred during the year | | $2,465,000 2, 





' 

2, 465, 000 

Deduct: } 
Reimbursable obligations | 1, 828 
Unliquidated obligations, end of year. ........._.......... } 90, 000 


Total expenditures _ | 2,373,172 














Expenditures are distributed as follows: | | 
Out of current authorizations. -_...................-.....-- li .ncins albeit 2, 373, 172 | 
OEE LAE LEAT, SEE IE ELITE AEE REE | 





Mr. Tuomas. We have the pleasure of having with us this afternoon, 
Defense Transport Administration, represented by a very genial 
Administrator, Mr. Knudson; the Deputy, Mr. King; the adminis- 
trative officer, Mr. Barker; the Chief of Field Operations, Mr. Meyer; 
and the Assistant Director of the Bureau of Service from the Com- 
mission, Mr. Harrison. 

We also have the general counsel with us. Mr. Silver is here; 
Mr. Robins, the Director of Equipment Materials, and Mr. Hendon, 
Director of Tax Amortization. 

Mr. Knudson, if you have a statement for us, we will be delighted 
to hear it. 


GENERAL STATEMENT 


Mr. Knupson. I have prepared no formal statement. I am pre- 
pared to make some informal representations and to offer for the 
record the budget estimate and the justification we have already 
provided and to respond to any questions you may have. 

Mr. Tuomas. Briefly outline your function and activities. 

Mr. Knupson. I am James Knudson, one of the Commissioners of 
the Interstate Commerce Commission and also Administrator of the 
Defense Transport Administration. 

The Defense Transport Administration was set up under authority 
of Executive Order 10161 issued by the President September 9, 1950. 

It was issued for the purpose of controlling, for this emergency 
period through which we are passing, all forms of domestic surface 
transportation, including railroads, inland water carriers, all forms of 
rubber-tired vehicles, and in addition to that the warehousing and the 
port facilities of the United States. 

I use the word “control” in very bold quotation marks because we 
have not exercised too much control and we have performed our job 
so far with a lot of voluntary cooperation and good public relations 
and that is the way I hope it can continue. 

That is in brief what our authority contemplates. 

Since the original Executive order was issued, we have had another 
one issued about 4 months ago—Executive Order 10324—which ex- 
tended the authority of the Defense Transport Administration to 
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cover the possessions and Territories of the United States. I will 
have a little more to say about that as we go along. 

Now with respect to this matter of our 1953 appropriation I would 
like briefly to invite your attention to just a few salient matters that 
will bear mentioning. . 

We had appropriated for the fiscal year 1952, $2,543,000. We 
operated, however, on a continuing resolution for the first 4 months of 
1952, until about the 1st of November, so that we were under appro- 
priation limitations as far as completing our staffing at that time was 
_ concerned and we did not start to really round out our organization 
until after November 1 last year, and then we only proceeded to hire 
on an actual need basis. 

We reached our hiring peak about April of 1952, when we had on 
our payrolls, in round numbers, around 200 regular DTA employees 
and about the same number on the working fund of the Interstate 
Commerce Commission. 

We have today actually on our payrolls 198 people on the regular 
employee roll of the DTA, and 228 on the working fund, making a 
total of 426 classified employees, and in addition we have 33 con- 
— who are on either a w. o. c. or a w. a. e. basis, for a grand total 
of 459. 

Now, in order to retain the present staff or the present level of 
operations, we would have to have the amount recommended by the 
President in his January preliminary budget; that is to say, $2,800,000. 
Our June 1952 payroll for the number I have mentioned would 
require, if we were to maintain that payroll throughout the year, an 
appropriation of $2,800,000. 

he Bureau of the Budget has recommended, as you have before 
you, $2,500,000. This means we will have to reduce our staff by 
about 60 jobs, 30 on each side of the payroll, the regular payroll 
and the working fund that we are turning over to the Interstate 
Commerce Commission. 

We asked the Bureau of the Budget for $3,300,000, under certain 
assumptions that I will mention in a moment, so that the recommen- 
dations they have made to this committee are 25 percent less than 
our request. 

You might say we have therefore been cut 25 percent and we will 
have to make payroll adjustments accordingly unless the contin- 
gencies of which I speak take place. 


WORKING FUND 


Mr. Tuomas. When was the working fund set up and what is the 
amount of it? 

Mr. Knupson. The working fund was set up almost as soon as 
we began operations and has varied since then. Our total working 
fund for the year 1952 set aside for the Interstate Commerce Com- 
mission, the functions of which I will explain in a moment, was 
$1,219,000. . 

That is the total year of 1952. 
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RELATIONSHIP WITH THE ICC 


Mr. Tuomas. What has been allocated out of the regular ICC 
funds for Defense Transportation, in the 1953 budget. Do you have 
that figure? 

Mr. Knupson. I think your question is a little confusing because 
the ICC allocates none of its appropriations to us as such, or to the 
working fund. 

We allocate part of the DTA appropriations to the Interstate 
Commerce Commission and that is the amount I just mentioned. It 
may bear explaining at this time why we do that. 

At the time I was made administrator of DTA, the President said, 
“Use the existing Government agencies.” 

I took him at his word and I am glad I did. 

We did not set up any DTA field offices. Not a single one. We 
have been using, moreover, some of the ICC administrative offices 
for our hiring process, payrolls and so forth, and I believe I could 
demonstrate on paper that this move has saved the taxpayers 2 to 3 
million dollars, assuming Congress would have appropriated for the 
institution of a separate field office set-up by the Defense Transport 
Administration. 

The Interstate Commerce Commission field offices, as you know, 
were staffed for the handling of ICC work, motor carrier, water carrier, 
and on the rail side. 

There was given to the Defense Transport Administration, incident 
to its.functions, quite a lot of activity that the ICC was not either 
authorized or equipped to perform. 

We use the fiscal office they provide—all the equipment they give to 
us and, in addition, we use ICC employees who are paid by the 
Commission out of the working fund we provide for such time as they 
put in. 

That total amount transferred to the working fund comes to what 
I have mentioned, $1,219,000 for the 1952 period. 

Mr. Tuomas. For all practical purposes, your activities and those 
of the Interstate Commerce Commission for economy reasons are 
cmineres. Approximately 50 percent of your funds will go to the 

You call that your working fund but is it a step for economy rather 
than adding more employees? 

Mr. Knupson. Yes, Mr. Chairman. 

Mr. Tuomas. You have approximately 500 or 450 employees all 
together? 

Mr. Barker. Four hundred and fifty-nine all together. 

Mr. Tuomas. Two hundred of which are in your regular office and 
another 250 in the working fund? 

Mr. Knupson. That is a fair summary and, of course, it should, 
be understood that the working fund money that we supply the ICC 
is for the performance of DTA work and not to perform in any way, 
shape, or form, ICC work. 

Mr. Tuomas. It is hard to differentiate between DTA and ICC. 
There is bound to be an overlapping and we will not quibble with 
you about that. 
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SUMMARY TABLE 


You have a very fine justification and it is broken down in great 
detail and the chart here tells the entire story, but I wonder F vou 
do have one table that we can insert in the record that will tell the 
whole picture? 

For instance, you have here several offices: Railroad Transpor- 
Division, Street and Highway Division, Inland Water Division, Ware- 
house and Storage, Port Utilization, Equipment and Materials, 
Manpower Division, Tax Amortization and so forth. 

Do you have a table to break that down by employment per 
division? 

Mr. Knupson. If we do not have, we will give you one. 

Mr. Barker. We do not have a summary staffing table ready, but 
will supply one for the record. 

(This information will be found on p. 381.) 


WORKLOAD 


Mr. THomas. Can you give us some little birds-eye view of your 
workload for 1953 as compared to 1952? 

Mr. Knupson. Yes. If you will permit me, I would like to make 
just a brief statement before that, that will make the answer to your 
question a little more pertinent. 

This has to do with the spending of our 1952 money. I want to 
point out to this committee that the Defense Transport Administra- 
tion absorbed the pay increases for last year. We did not ask the 
Congress for any more money. We did not ask for a supplemental 
appropriation as did all the other defense agencies. We are the only 
one who did not. 

Now, we added certain unbudgeted functions moreover in 1952 and 
absorbed their cost. We absorbed the costs of a rather extensive 
steel scrap drive in the transportation industry. 

We absorbed the cost of some extensive dealings we are having 
with the Federal Civil Defense Administration with reference to 
getting the transportation phases of civil defense straightened around. 

We absorbed the costs of. the Territories and possessions assignment 
given us. We absorbed the cost of some advanced planning activities 
assigned to DTA during the year. 

We absorbed the extra costs that arose out of the flood situation 
in Kansas City, and more lately in Omaha, and two or three very 
critical strike situations. 

I mention all of these things because I believe it shows our good 
faith in appearing before this august committee. 

Mr. Tuomas. You have done a fine job and we are all proud of you. 

Mr. Knupson. On the working fund, we have effected arrange- 
ments with the ICC for the use of its field offices through the Bureau 
of Service, the Bureau of Motor Carriers and the Bureau of 
Administration. 

I will say no more of that. 

Physically, we equipped DTA last year to function through 1952 
and I believe we will have sufficient equipment through 1953. We 
have enough rooms in the ICC Building assigned to us so we do not 
have to look around for space. 
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We have furniture enough to see us through another year, so we have 
asked for very little on that account. 

Now, as to our need for money in 1953, I want to make reference to 
some of the findings of the House of Representatives itself. 

If I may, may | make a cross-reference to the Defense Production 
Act amendments of 1952, report from the Committee on Banking and 
Currency to accompany H. R. 8210, page 2? 

I won’t read it all, but the burden of the page is: There is need for 
extending the Defense Production Act lar fo ecause We are coming 
now into the production phases of this whole business in which the 
country has been engaged for 2 years. 

I suggest this for your consideration, that high production will put 
strain on transportation. If there is a need for any one of the defense 
agencies to continue in existence for a year or so—I will say by way of 
parenthesis that when this thing is over, I am going to wipe this out 
so fast that even I will be surprised myself, I hope. 

There will be a need, as long as there is heavy production, for a con- 
tinuous review of all of our transportation, warehousing, and port 
facilities. 

Mr. Tuomas. It is a great job. There is no question. 


FREIGHT CAR SHORTAGE 


You are the claimant agency for all surface transportation for 
critical and strategic materials? 

Mr. Knvupson. That is right. 

Mr. Tuomas. That leads us into the next question: What are your 
freight car problems? How does the picture now compare to the one 
this time last year? 

Mr. Knupson. We have no present boxcar shortage. We are 
about to have one, incident to the harvesting of the grain crop, that 
will probably begin in about a week. For 6 months we have had a 
very fine boxcar-freight car situation prevailing. Why? Because I 
think—now I know this may be subject to some dispute: (1) The rail- 
roads are cooperating; (2) we have 108 field agents chasing those box- 
cars around that we have never had before, and they are really doing 
a bang-up job. 

Mr. Tuomas. Do they come out of your funds or ICC funds? 

Mr. Knupson. They come out of DTA funds transferred to the 
ICC working fund. 

Mr. Kine. We have not touched on one thing: The money spent in 
the working fund was for the expansion of the field force of the Bureau 
of Service, with which you are familiar, and of the Bureau of Motor 
carriers. 

Mr. Tuomas. Please give us a table for 1950, 1951, and 1952 show- 
ing the number of cars that are being retired each year and the num- 
ber of new cars installed. 





New freight | Freight cars 
| carsinstalled| retired 
j | 





| 





1950... Pe ORNS rea Se EINE IS hin eS 43, 991 79, 723 
Pp Ne ee SAN TEN els AE Lis PAUSE 95, 943 55, 441 
1952 (5 months) _._..__- 38, 420 1 25, 330 








' Partially estimated as private car line retirements are not available monthly, 
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Mr. Knupson. We have submitted to the Defense Production Ad- 
ministration a program which calls for the net acquisition by the 
ay I railroads of 1,864,000 freight cars by June 1954. That is the 

oa 

Now in order to meet that goal, we should have been producing 
freight cars at the rate of 10,000 to 11,000 a month. The fact of the 
matter is that since October 1950 the highest roduction we have had 
has been around 8,000 a month and that has dr opped off now and will 
drop off for a few months yet to around about 6,500 cars a month, | 
believe, or 7,000 cars a month. 

There are being retired between 4,000 and 5,000 cars a month, so 
that our net gain in freight cars for 2 years, by new construction, has 
been around 38,000, as I recall. 

Mr. Rosrns. It was thirty-four-thousand-some-odd between June 
1 last year and June 1 this year. 

Mr. Tuomas. How does your materials situation look now and in 
the future? 

Mr. Knupson. The materials situation for freight cars is not as 
pleasant as that for any of the other items, excluding the military 
items and pipelines, and for this reason, freight cars are made from 
plate steel. Plate steel is still in short supply and will be for the 
indefinite future, largely because of the vast requirements, but also 
for the reason that the new steel mills that are being built, largely 
with Government sponsorship, do not include plate-producing capaci- 
ty. That is one of the bones of contention that I have had with the 
Defense Production Administration. We are finding that we are 
having just as much trouble getting steel allocated to build freight 
cars as we did a year ago, and it looks as though that is going to per- 
sist for sometime. 

PERSONNEL 


Mr. Txomas. Mr. Barker, would you be good enough to insert 
at this poiat a table, which will give the personnel for each one of 
your component bureaus for 1952 and 1953 and give us the total on 
each one of them. 

Mr. Barker. [| have it in gross and can give it to you in net by the 
time we get the transcript. 

Mr. THomas. Thank you very much. 
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Defense Transport Administration—Summary staffing table, June 20, 1952 
































































































































| 
Fiscal year 1951 Fiscal year 1952 | Fiscal year 1953 
Posi- Man- | Posi- | Man. | Posi- | Man- 
tions | years | 4™ount tions | years | Amount | tions | years | Amount 
| 
| | | | 
OFFICES 
Administrator. _.-.__-..... | 7) 34] $13,428} 5) 53) $19,156] 5| 45] $18,637 
Economic staff_. 3]; .9] 2,939 3} 3.0] 12,089 0 0 0 
Territories and posses- | | | 
I Bel diaiig he th aetrs som ls 0 | 0 | 0 2 | 2.0 | 12,696 2 1,8 12, 352 
Total administration....| 10| 4.3 | 16,367| 10) 10.3| 43,941 71> 6:3 30, 989 
Deputy administrator. ..____- 3 1.6 | 12, 082 2 2.8 21, 987 ai as 21, 392 
Executive assistant. ...._.._.- 4 7 8,179 4 4.0 21, 402 4| 3.6 20, 822 
General counsel... ._.......-- 4 2.8 19, 868 8 7.0 | 50, 290 So) -te 48, 928 
Administrative officer-. 23) 91] 34,001) 25) 2.4]. 96,066) 25| 22.4 93, 465 
Information and liaison officer 5 1.6 8, 763 7 5.4 | 28, 109 7 6.3 27, 348 
Total offices. ._......_.. 52| 21.1] 99,200| 56/ 52.9] 261,705| 53 | 47.6| 242,044 
DIVISIONS | 
Railroad transport..__._._.__. ll 3.6 15, 103 15 13.5 | 74, 129 15 13.4 72, 122 
Committee for scrap recov ery- 0 0 0 2 1.2 3, 836 3 2.7 7, 
— en animes } | 
Total railroad...........| 11| 3.6] 15,103| 17| 147] 77,965| 18| 16.1 79, 352 
Street and highway trans- 

OE ay ee 24 7.7 34, 120 30 28.3 171, 881 31 27,8 170, 556 
inland water transport.__.___- 3 1.3 4, 518 s 5.3 | 32,200 8 , 31, 328 
Warehousing and storage. -__-- 5 2.1 14, 273 ll 8.2 | 56, 607 ll 9.9 55, 074 
Port utilization._.._.......__- 5 .8 4, 652 10 7.0 | 54,118 10 8.9 52, 652 
Equipment and materials. ___- 14 6.3 30, 254 16 15.1 78, 645 17 15, 2 81, 450 
J ES 7 1.9 13, 656 s 6.5 40, 924 8 7A 39, 816 
Tax amortization and defense 

hal ie GL Spe 48 15.1 65, 862 45 46.1 245, 267 45 | 40.3 238, 628 
Net total DTA..__.___- 169 | 59.9 | 281,698 | 21 | 18.5 |1,019,402 | 201 | 18.0 | 991,800 
Part-time and temporary | | | 
MEL ol addseudan caddis Ualoacsas 8 ee Bae | 17.3 $86; IF 4522-5 1.5} 113,385 
Regular pay in excess of 52- | | | | | 
a For Ryne wee |J-------- JS ie Ree 3, 815 
Payment above basic rates__.|_....|_.--- SOUP Toccecs Seas. Souda 3, 500 | 3 3, 500 
Payments to other agencies | | | 
for reimbursable details...._|-.....|...-.-.| 12,339 |......|-..... 13, 529 ap 0 
01 Personal services......| 169 j 5 359, 027 | “201 | 202.31, 154, 529 | 201 195. | 1, 112, 500 
OTHER OBJECTS 


Do you have a composite table here of your “Other objects,” 1 


through 9? 


Mr. Barker. Y es. 


Transportation? 


It is on page 36, I believe, sir. 
Mr. Tuomas. This is composite for the various bureaus in Defense 


Mr. Barker. Yes. 
Mr. Tuomas. Insert, please, Mr. Reporter, pages 36 and 37. 
(The pages referred to follow:) 


DEFENSE TRANSPORT 


ADMINISTRATION—EXPLANATION AND 


Is that correct now? 


JUSTIFICATION OF 


THE AmouNtTs REQUESTED FOR THE FiscaL YEAR 1953 FoR OsBsEcTS OTHER 


THAN PERSONAL SERVICES 
02. TRAVEL 
The estimate for travei for 1953 of $80,000 1s $3,000 less than the estimated 
obligations for travel during the current fiscal vear. Of the $80,000 requested 


for 1953 fiscal year $31,640 represents estimated cost of per diem and transporta- 
tion of the 23 W. O. C. consultants, $32,720 represents the estimated cost of per 
diem and transportation of the 21 W. 


A. EF. eonsultants, and $15,640 is needed 
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for necessary travel of the Administrator and other employees in connection 
with on-the-spot inspections of trouble areas, meetings with industry and shippers 
concerned with defense production, investigations of defense loans and tax amor- 
tization, and in the program for recovery of scrap metal. 


03 TRANSPORTATION OF THINGS 


The $500 requested is to provide for possible transportation costs in connection 
with supplies and equipment. 


04 COMMUNICATION SERVICES 


The estimate of $17,000 under this heading is the same as that allocated for the 
current year and provides for local telephone service and for long-distance telo- 
phone service and telegrams. 


06 PRINTING AND REPRODUCTION 


The $5,000 estimated under this heading for 1953 is the same as the estimate for 
the current vear. This estimate covers the printing of the many standard forms 
required to be used in the conduct of business, letters, graph paper, ete., also the 
printing of the annual report and the reproduction of statistical and special studies 
performed for this Administration by other agencies, 


07 OTHER CONTRACTUAL SERVICES 


The estimate under this heading is separated into two parts, one in the amount 
of $3,000 represents estimated cost of repairs and maintenance of equipment and 
for other miscellaneous services. The other part in the amount of $1,260,000 
represents the request for a working fund to be advanced to the Interstate Com- 
merce Commission to perform the necessary field work in carrying out the respon- 
— of the Defense Transport Administration under the Defense Production 

ct. 


08 SUPPLIES AND MATERIALS 


The $14,000 requested for 1953 for this object is the same as the estimated obli- 


gations for the current year, and provides for the necessary office supplies and 
materials, duplicating supplies, and for gas, oil, and other automobile supplies. 


® EQUIPMENT 


The estimate of $5,000 for this object for 1953 represents a decrease of $22,000 
under the estimated obligations of $27,000 for the current year. The request for 
1953 will provide for additional filing cabinets, bookcases, typewriter stands, 
stenographer chairs, etc. 


SPACE REQUIREMENTS, FISCAL YEAR 1953 


The General Services Administration has been advised of the space requirements 
for the Defense Transport Administration for the fiscal year 1953. 

Mr. Tuomas. Now for the entire agency, the ‘Travel’ item is 
$3,000 less than last year? 

Mr. Barker. That is right. 

Mr. Tuomas. The transportation of things is $500. 

Mr. Barker. Yes, sir. 

Mr. Tuomas. And the communications services, $17,000. 

Mr. BarKER. Yes, sir. 

Mr. Tomas. Printing and binding is $5,000. Why that much 
printing? What do you have in there besides letterheads and news- 
papers, and so forth? 

What does your annual report cost you? 

Mr. Knupson. I do not know how much it costs. We put out 
one or two printed items. I think that might be said in a sense to 
be contingent to be perfectly frank with you, because we have the 
possibility at any time, if a strike occurs, of printing orders and of 
getting out various things. [' 
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OTHER CONTRACTURAL SERVICES 


Mr. THomas. You have “Other contractual services” for $3,000, 
and I notice this language: 

The estimate under this heading is separated into two parts, one in the amount 
of $3,000 representing estimate of cost of repairs, maintenance, and miscellaneous 
equipment, and the other is $1,260,000 representing the request for a working 
fund to be advanced to the Interstate Commerce Commission. 

We have already taken that up. 

Mr. Knupson. Yes. 

Mr. Tuomas. “Supplies and materials, $14,000—equipment, 
$5,000.” 

What does all that total? In order to be accurate about it you 
ought to separate this $1,260,000 item. That should be charged to 
your personnel cost. 

Mr. Barker. I can change that. 

The total for DIA other objects is $127,500, exclusive of the 
$1,260,000. Of the $1,260,000 shown under 07 Other contractual, 
services; $1,097,400 is for personal services on the working fund, 
and $162,600 is for other objects on the working fund. 

Mr. Knupson. I would like to mention two or there trouble areas 
that might give us some concern in this next year. 


TAX-AMORTIZATION PROGRAM 


Mr. Tuomas. Mr. Commissioner, before you go into that field, 
let me put page 35 in the record. That deals with the tax-amortiza- 
tion program. 


DerENSE TRANSPORT ADMINISTRATION—TAX AMORTIZATION AND DEFENSE 
Loans Division 


Estimate of performance and backlog 





Mar. 18, | June 30, Sept. 30, | Dec. 30, | Mar. 30, June 30, 
| 1952 | 1953 | 1953 


Tax amortization: 
‘ases received or to be received 
Processed or to be processed_.....-...- 


Backlog 
Defense loans: 
Cases received or to be received___- 
Processed or to be processed _._..-.---} 
Backlog... 
Reconsideration cases: 
Requests received or to be received. _| 


Processed or to be processed __......-.| 


Backlog 





Foliowing is a listing by number and dollar amount of tax-amortization applica- 
tions received from inception to date (March 18, 1952): 





Number | Amount 





Total applications received 637 | $3, 862, 630, 689 
Less total processed LS ER DS , 805 3, 153, 248, 656 


Present workload | 32 | 709, 382, 033 





20553—52—pt. 2—-—-25 
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Following is a listing by number and dollar amount of loans received fro; 
inception to date (March 18, 1952): 








Total applications received 
Less total processed 





Present workload 








Cumulative statistics from November 1950 to date, as of June 20, 1952 


TAX AMORTIZATION PROGRAM 





| Number Value 








! 
Applications received 2,919 | $4,091, 412, 





Applications certified __ 1, 500 3, 176, 908, 329 
Applications denied _ _- 533 1 340, 725, 9 
Applications withdrawn and transferred 200 237, 109, 314 
Applications recommended by DTA to DPA awaiting certification _______. 153, 504, 





Total processed to date » a 3, 908, 247, | ; 








Ponting workdind 06 DT As a ie Sb 5 183, 164, 925 











DEFENSE LOANS PROGRAM 





Applications received $45, 294, 





Loans certified 8, 804, 743 
Loans denied 2 18, 657, 397 
Loans withdrawn . 15, 348, 276 
Loans recommended by DT 930, 000 








Total processed to date 43, 740, 416 





Pending workload in DTA 1, 853, 750 








1 Includes money Value of 242 partial denials. 
2 Includes money value of 8 partial denials. 


Note.—New applications are being received at the rate of approximately 90 per month. Statistics indi- 
cate that DTA processes an average of 130 applications each month. 


REQUESTS FOR RECONSiDERATIONS 


Requests received to date 
PeeOTneRNeG WO ser nL hie oe ee eee RU es 


eeaceaey Speen 0 Be 8 ae oe Oe Oe aes 


REQUESTS FOR LETTERS OF PREDETERMINATION 


Requests received to date 
Prorat G5 Nn owed OS eo ete be ar oe aes ee 


Pescor eorkiogdet DTA... .io3.. 2 ete at ae eee 


Mr. Tuomas. I notice a piece in this morning’s paper to the effect 
that DPA is about to issue an order to industry not to come up with 
any more tax amortizations. It appears that they have already 
issued approximately 11,000 certificates of amortization at a total 
cost of $21 billion. 

What part of those 11,000 certificates has your Defense Transpor- 
tation Administration sponsored? 

Mr. Knupson. We have been responsible for a good part of them. 
The purpose of the release is to discourage tax amortization applica- 
tions in those segments of industry considered well expanded at this 





es indi- 


fect 
with 
eady 
total 


spor- 
hem. 


slica- 
) this 


385 


time. However, the releases charge the individual delegate agencies 
with responsibility of encouraging expansion where needed. 

Mr. Tuomas. You have a backlog here I notice of 692 of the cases 
received to date, which is 2,937 less 2,245 processed. Of this number 
how many have you urged approval? 

Mr. Henpon. Approximately 1,600. We could get those figures 
very readily as to those that have been denied and those that have 
been approved. 

Mr. Tuomas. Following page 35 of your justification, insert a table 
showing your tax-amortization programs on an annual basis. 

Mr. Kwnupson. I do not know what newspaper item you are 
referring to. Our understanding is that items that are now before us 
for processing will be at least given consideration and that there has 
been no firm decision to turn off the tax-amortization authority. Now 
when that time comes, we will certainly adjust our shop accordingly. 

Mr. Tuomas. The theory behind my question was that the 
country has just about reached its productive capacity under present 
plans. 

Mr. Knvupson. With respect to freight cars for class I railroads that 
is not so until a net ownership of 1,864,000 has been attained and the 
Defense Production Administration has so indicated in approving 
that program. On the Diesel locomotives much the same situation 
prevails, as well as in all types of watercraft under DTA jurisdiction. 

Mr. Tomas. How many people do you have working on tax 
amortization? 

Mr. Barker. Forty-five. 


TERRITORIES AND POSSESSIONS 


Mr. Knupson. I would like to indicate that we expect to have 
considerably more activity in the Territories and possessions this next 
year. I have had a team of two men in Puerto Rico and of three men 
in Hawaii who have returned now and it will be necessary for us to 
send a team shortly to Alaska. All of the transportation, warehousing, 
and port facilities for defense mobilization purposes, in all of these 
areas was neglected because the authority to look into it was not con- 
ferred upon anyone until about 4 months ago and these people who 
have come back have told me some rather alarming things about the 
need for warehousing in particular and some port improvements in 
both Puerto Rico and Hawaii and I expect they will find that, with the 
military strategic problem being what it is in Alaska, some interests 
there will certainly have to be looked into with respect to materials 
allocations, possible loans and things of that kind, so I believe we will 
have to spend more money in that area next year. 


OTHER PROBLEMS FACING DTA 


Our manpower situation all over the country is getting much 
tighter than it was and I fully expect that we will have to recruit 
manpower for various transportation units all the way from the 
taxicabs to the railroads this next year and we may have to have a 
little more activity on that front. 

I have mentioned our relations with the Civil Defense Administra- 
tion. We are presently engaged in entering into a memorandum of 
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understanding with that agency pursuant to which the transportation 
phases of civil defense, instead of their setting up a big organization 
to handle it, it will be handled, we hope, in part at Teast, through 
existing Government agencies interested in transportation who have 
the know-how and can assist in doing the job if it should ever be 
necessary. 

Mr. ‘Tuomas. We want to commend you for that. 

Mr. Knupson. We have urged that upon them. Whether they 
will do that I do not know. 

Mr. Tuomas. We will help you along that line. 

Mr. Knupson. We will have to have a little more stress this year 
on planning. Most of our day-to-day work has been operations work. 
We will have to pigeonhole some of our activities which will be neces- 
sary in emergencies but we do not intend to do too much of that. 


BUS AND TRUCK SITUATION 


Mr. Tuomas. Tell us about the bus and truck situation. Do you 
contemplate any difficulty like we had in World War II where we had 
to take over some truck and bus lines? 

Mr. Knupson. The trucks this next year will move about 160 
billion ton-miles of freight. This is about 10 billion more than they 
have moved heretofore. The truck and bus communities have 
adequate vehicles now if we can get the materials to keep their repair 
parts and their need for new vehicles up to par. We are doing that 
quarter after quarter through DPA. As to your question particu- 
larly, it has not been found necessary to take over the operation of any 
trucking company because of strikes and I sincerely hope that it will 
never be necessary. 


MOTOR CARRIER CLAIMS CASES 


Mr. Tuomas. How is the Commission set up for the purpose of 
trying these cases? How is it doing? Has the Commission made 
any decisions yet and if so how much money have they granted? 

Mr. Knupson. The Commission, Mr. Chairman, started holding 
hearings again in the motor carrier field this month. We had to 
close down for a couple of months because we did not have the staff 
as you know, but because we had a few examiners available, we 
assigned them to hold hearings which they are doing now and we 
hope as a result of the Senate’s beneficence we will be able to expand 
our hearings in this field even more so and I might say also that your 
attention has been much appreciated. 

(Discussion off the record.) 


REDUCTION BY THE BUREAU OF THE BUDGET 


Mr. Forp. What will be the effect of the reduction made by the 
Bureau of the Budget totaling about $800,000? 

Mr. Knupson. We made our estimates to the Bureau of the Budget 
against the background of certain assumptions. There are certain 
assumptions that even the Congress will have to make. If the 
Korean war continues, or even if it does not continue, the defense 
mobilization and production program will continue and under that, 
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the stress on transportation, warehousing and port needs will intensify 
instead of slacken because of the civilian and defense production now 
coming together in great volume. 

We frankly told the Bureau of the Budget that we had to have those 
possible contingencies in mind in order to perform what we thought 
was our job in this area and that if we did not spend the money we 
certainly would turn it back and in any case we would try to operate 
as economically as possible. 

Now the Bureau of the Budget, after getting the feel, I assume, of 
this whole defense program has recommended through the President 
to the Congress that DTA be given not what it asked for, but 25 per- 
cent less than it asked for. 

As I pointed out, Mr. Congressman, a few minutes ago, we will 
have to discharge, before the year is over, about 60 employees if we 
are limited to the $2,500,000 now. In order to hold our present employ- 
ment level we would have to have $2,820,000 so that is the net effect 
of the decision of the Bureau of the Budget on our activities. 


EFFECT OF REDUCTIONS IN 1952 BUDGET ESTIMATES 


Mr. Forp. Your budget request for fiscal 1952 was $2,900, 000 
The Congress appropriated $2,465,000. What was the net effect of 
that reduction? 

Mr. Barker. It was $2,543,750. 

Mr. Knupson. The Congress appropriated $2,543,750, I believe. 
Now that was not appropriated until November so that we operated 
for 4 months on a continuing resolution basis pursuant to which we 
had the right to operate at the June level, as I recall, on a monthly 
basis. As I tried to explain earlier, Mr. Ford, we did not staff up, 
you might say, until after November, so consequently we are in some- 
thing of a dilemma now. We have our staff up to what we think it 
ought to be and we are going to have to discharge about 60 of the 
people if we get less than $2,800,000. 

Mr. Forp. What was the effect of the reduction as far as the job 
assigned to you was concerned? 

Mr. Knupson. We were able to carry on. We absorbed last year all 
of the functions and assignments that were given to us plus the pay 
increase, and got along all right. 

I will say that we will get along to the best of our ability. 

If in your judgment you do not want to either increase the budget 
amount or give us what the Bureau of the Budget has recommended; 
I simply lay the facts before you and we will do the best we can with 
whatever you give us. 

Mr. Forp. Apparently you have done a very good job with the 
freight car problem and all other responsibilities that have come to 
my attention within the funds appropriated by the Congress for the 
current fiscal year. 

Mr. Knupson. We started out, may I say, with this in mind: 
We started out with just a few people. Less than 100. Then as 
the Korean crisis intensified we were urged to expand very rapidly. 
The Bureau of the Budget even said, “This emergency is upon us and 
we must do something about it.” 

We proceeded in our own deliberate way and hired people with 
know-how, got a lot of experts to come in and help us and it was not 
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until November, last year, that we could accelerate our staffing to the 
level we have presently employed. 

They are all gainfully employed ; there is no loafing; there is no waste 
time as far as I have been able to see and that is the staff with which 
we would like to go into the new year. If we do and have no need 
for them as the year goes on, I shall let them go as rapidly as necessary, 

If we have need for them, of course, we will have the appropriation 
to support them if you feel that way about it. 

Mr. Tuomas. Thank you very much, Mr. Commissioner, you and 
your staff. You have made a fine statement and it is always nice to 
1ave you all with us. 


WAGE STABILIZATION BOARD 


WITNESSES 


NATHAN P. FEINSINGER, CHAIRMAN 

HARRY WEISS, EXECUTIVE DIRECTOR 

ROY E. TOUCHET, DIRECTOR, ADMINISTRATIVE MANAGEMENT 
HENRY A. CROOKS, DIRECTOR, BUDGET AND FINANCE 


SALARIES AND Expenses, Economic STaBILizATION AGENCY 
(ALLOCATION TO WAGE STABILIZATION Boarp) 


Obligations by objects 





, = 
Object classification 1951 actual 1952 estimate | 1953 estimate 





ALLOTMENT TO WAGE STABILIZATION BOARD 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 





Average salaries and grades: 
General schedule grades: 
Average salary $4, 318 ‘ $5, 259 
Average grade GS-6.7 18-7. GS-7. 





Personal services: 
Permanent positions -______- ee 891 , 452, $8, 197, 7 
Part-time and temporary positions Be detiidisdsJoayes 3 970, 600 
Regular pay in excess of 52-week base ; é 24, 31, 687 
Payment above basic rates __- si 
Payments to other agencies for reimbursable details__- 





Total personal services................-.-.---------- 3, 564 | r 9, 203, 000 
Travel ee sis * 450, 000 
Transportation of things - - ea So ie 2 ‘ 20, 000 
Communication services .. ae i nia ‘ 250, 000 
Rents and utility services ; a 2, 000 
Printing and reproduction _ : , 333 % 200, 000 
Other contractual services A ‘ 50, 000 

Services performed by other agencies » aus , 857, 5, 590, 000 
Supplies and materials , 85: a 100, 000 
a EEE ee a ’ 7 10, 000 
‘Taues ani aseusments......................-..---...-.- 1a . 2 55, 000 














Total obligations 13, 975, 000 | 15, 930, 000 





Mr. Wuirrten. Dr. Feinsinger, we may proceed then with the dis- 
cussions of the Wage Stabilization Board and its activities. 

Do you have a general statement that you would like to make first? 
If so, we would be glad to hear you. 

Mr. Fernsincer. Thank you, sir. This will be brief. 
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GENERAL STATEMENT 


Mr. Putnam, the Economic Stabilization Administrator, when he 
appears, will paint the broad picture of the Agency as a whole, the 
relation among the various constituent agencies, and as between 
those agencies and the administrator. 

I am going to confine my few remarks here to the functions of the 
Board in relation to the requested appropriation. The total appro- 
priation requested for ESA, is $103,250,000, of which approximately 
only 15 percent would be allocated to the Wage Stabilization Board, 
or a total of $15,930,000. 

I am going to speak first to what we need to continue the status quo, 
and too, what we would need if there were any legislative changes of 
the same general nature as have been discussed thus far in the House 
and the Senate. 

The disputes function of the Board, although highly publicized is 
by no means the major part of the work of the Board. 

Of our roughly 1,700 full-time positions, disputes account for only 
7. We have used the process of employing special consultants instead 
of creating a large permanent staff. Taking into account the fees 
of these consultants we expect that disputes will account for less 
than 1 percent of our personal services cost in the fiscal year 1953. 

The other 99 percent of the work of the Board consists of formu- 
lating Wage Stabilization Policies, acting upon petitions for wage 
adjustments requiring prior approval of the Board, and enforcing 
the program. 

That portion of the program has gone on without headlines. The 
Board has continued its basic policy of adopting self-administering 
regulations wherever possible. Such regulations cover the vast 
majority of the wage movements occurring daily in our industrial 
economy. Employees are hired, transferred, promoted, given merit 
and length-of-service increases and so forth, all without application 
to the Board under self-administering regulations. 

Wage increases in excess of those allowable under self-administering 
regulations require prior Board approval. We expect to handle 
15,000 such petitions in the national office in fiscal 1952 and approxi- 
mately 18,500 in fiscal 1953. The larger number in 1953 will result 
almost entirely from reducing the backlog to an acceptable level. We 
believe that it is unsound from an industrial relations standpoint to 
require petitioners to wait for months for the decision on their cases. 

Let me point out we have 14 regional boards, Mr. Chairman. 

We have no subregional boards or district boards. The bulk of our 
petitions are handled by the regional boards. In fiscal 1952 the 
regional boards were not establisbed until August and operations did 
not reach full scale until early in 1953. Despite this fact they will 
handle 42,000 petitions in fiscal 1952. In fiscal 1953 operations for 
the full year will result in 76,500 cases being handled including reduc- 
ing the backlog by 3,700 cases to an acceptable level. The estimates 
of our work loads are based upon the assumption of a small business 
exemption in 1953. 

The enforcement program has been of necessity the last element of 
our program to go through the build-up phase. From nothing in 
July we have built up to a rate of approximately 46,500 investigations 
at the end of May 1952. 
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We have projected a minimum enforcement program which. js 
designed to protect the integrity of the wage stabilization program 
and to deter pirating of labor by some employers at the expense of the 
vast majority who comply with the regulations. 

In all of our work we have attempted to avoid building up a large 
permanent staff. We use consultants extensively for special panels 
and for special projects of limited duration. We have contracts with 
existing agencies of the Government to do a large portion of our work. 

On such an arrangement the Bureau of Labor Statistics gathers all 
of our wage data in a more economical way than if we established 
our own organization for this purpose. 

The 77 field offices of the Wage and Hour Division throughout the 
United States give advice and issue authoritative rulings to the public, 
and receive and route all regular petitions to the appropriate Board 
agency. 

Their investigators under our direction make all preliminary and full 
dress investigations which form the backbone of our enforcement 
program. 

The Davis-Beacon staff of the Department of Labor aids the 
Construction Industry Stabilization Commission of the Board exten- 
sively in obtaining information on current rates and practices in the 
construction industry. Approximately $5,600,000 of a total of 
$15,930,000 is spent in this manner. 

I will not attempt to go into detail with respect to our appropriation 
request. I have several members of the staff here including Mr. 
Weiss, the executive director, who will be glad to answer any questions. 
There is one essential point which 1 would like to emphasize in 
conclusion. 

The request of the Wage Stabilization Board does not provide for 
an increased staff. Basically, we plan to continue operations at the 
existing level which has been reached only in the last quarter of this 
fiscal year. The past fiscal year has been devoted to getting started, 
to building up the organization to an appropriate operating level. 
In the coming vear we plan only to continue operations, not to increase 
their scope or the size of the organization. 

Thank you for your attention and consideration and now I shall be 
glad to discuss any particular matters of interest to members of the 
committee. 

NUMBER OF EMPLOYEES 


Mr. Wuirren. Doctor, how many people do you have at the present 
time? 

Mr. FernstnGer. Seventeen hundred, over-all. 

Mr. Crooks. There are 1,700 full-time positions, we have 1,595 
on duty. There are approximately 250 positions served part time 
by WAE emplovees. 

Mr. Wetss. It is about 570 in the national office and the remainder 
in the 14 regional offices. 


DUTIES OF THE ORGANIZATION 


Mr. Wuirren. What is your prime function as set out in the 
Defense Production Act, and are you duplicating services rendered by 
anyone else, or do you replace some other organization? 
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Mr. Fernsincer. The answer to the last two questions is no, we 
do not duplicate and we do not replace. There is no other agency 
that has performed or is set up to perform our functions. 

Our over-all function as defined by Congress is to stabilize wages 
with a view to preserving the purchasing value of the dollar, preserv- 
ing sound labor relations, including collective bargaining, preserving 
industrial peace, and stimulating maximum defense production. 

Those are our objectives. Sometimes it is pretty difficult to 
measure all of them at once. 

Now in normal times, under free collective bargaining or in a free 
economy, the boss is free to pay any wage increase he thinks he can 
afford to pay. 

Mr. WuirrEen. Now it leaves you then in the field of wages doing 
essentially the same thing that the Office of Price Stabilization is 
charged with doing in the ‘field of prices. 

Mr. Frinsincer. That is correct, sir. 

Mr. Wairten. What relation is there between the two? Are there 
any joint operations so that you keep the two together, or is it just 
consultation from time to time as to whether the actions of one will 
effect the actions of the other? 

Mr. Frrnstncer. As a rule, it is the latter. Whenever a problem 
arises at either agency, which, if solved in a particular way would have 
a repercussion on the functions of the other agency, there is consulta- 
tion. 

The continuing function of coordination is employed through the 
Office of the Economic Stabilization Administrator who meets with 
us separately and who meets with us jointly. 

Mr. Wuirren. Is it your feeling then that the law contemplates 
that there should be orderly advances or recognizes that there will be 
orderly advances in wages and prices, or is the charge under basic 
law that the prices and wages be kept at the status quo, exce pt under 
the most trying circumstances where it is impossible to do so? 

Mr. Frernstncer. That is right, sir. You know Congress deliber- 
ately rejected the notion of freeze which would be simple to admin- 
ister and said both to price and to wage, “You adopt regulations that 
are fair and equitable and administer them in such a way as to prevent 
or correct hardships and inequities.” 

That is the charter that you gave us. 

On price, you went a little further and filled in some details. On 
wage, that is as far as you went. 

The details that you filled in on price were really exemptions from 
price control rather than details of administration. 


RELIEF OF INEQUITIES 


Mr. Wuirren. Of course, you understand—and you know more 
about it than I possibly could, but if you start relieving inequities 
and no doubt you need to do that, but who is the judge of inequities? 

Throughout any economy that is highly developed and dispersed, 
and where there are many different conditions within industries and 
within locations and all that, there never will be a sameness. 

Everybody is always of the opinion that he is not getting a fair 
break and then there are others who want a fair—just a fair advantage. 

Now what is the make-up of the Board’s opinion as to what place 
you fill in passing judgment on those different viewpoints? 
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Mr. Fernsincer. I think probably if you reason backward fro 
the record and from the statistics that you get a pretty good pictur 
of the Board’s thinking on the success of its operations. Remem)) 
that we have just handled dispute cases a dozen of which were certitio( 
to us by the President, and those 22 which were jointly submitted |) 
the parties voluntarily. 

All of the rest of our thousands and thousands of cases are case: 
where the employer alone, or if he has a union, where the employe 
and the union came to us and asked permission of us to pay a wag 
increase, and that is the bulk of our work, Mr. Whitten. 

Mr. Wuirren. I notice in your statement that you point out tha 
only about 7 percent is in passing judgments on these disputes whic), 
have been in the press, on the radio, and in television in recent wecks 

Mr. Frernsinaer. Yes, sir; that is right. 

Mr. Wurrren. You know, you shall be judged by what the public 
knows, and they are likely to judge you on the basis of the actions 
taken with regard to the rest of your activities, on the basis of that 7 
percent, because how you handle those cases gives a pretty good indi- 
cation of how you would handle other things. That is what the 
public knows, and it is what has been called to their attention. 

The thing that I hope to develop here, and to see if I understand it 
correctly is this, that the Wage Stabilization Board, at least, was 
charged with going outside of the field of the stabilization of wages 
and was deciding and recommending that which was not provided for 
in the law, and that which is not set up as a part of your responsibility 
under the Defense Production Act, this union shop and two or three 
other things. Is that within the directives under the law; does it 
provide for that or not? 

Mr. Fernstncer. I am glad you asked me that. Although it does 
not pertain to money, it relates to money. 


DISPUTES FUNCTION 


I will be glad to tell you, Mr. Whitten. The first Wage Stabiliza- 
tion Board had no disputes functions at all, that is the so-called Ching 
Board, a nine-man Board, and labor walked out on that Board in 
February 1951, and, for all practical purposes, it went out of existence. 
The staff of the Board stayed on until May 1951. 

In the interim, the President, on the advice of the Office of Defense 
Mobilization Advisory Board, reconstituted the Board. That was in 
April, giving it jurisdiction of the disputes function in two types of 
cases, one, where a case was certified by the President himself, like 
the steel case and the oil case, and so forth, because of the impact of 
those industries on the defense effort, and, two, where the employer 
and the union jointly submitted it to the Board, and in both types of 
cases collective bargaining had to be exhausted before the Board 
could or would take the case. 

Now, the question arose in April 1951, Should the Board have any 
disputes function, and if so, should it extend to what we call non- 
economic matters, such as the union shop? Now, Mr. Whitten, this 
was done before we even came on the scene. We did not come down 
here until May 8, 1951. The answer in the Executive order of the 
President was that the Board should have jurisdiction over any dis- 
pute which came to it in those two ways. 
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Mr. Wurrren. That is, in the Executive order setting up the Board. 
Now, how about the law behind the order, what does it say? 

Mr. Fernsineer. Title V of the act provides for the establishment 
. ? disputes agency by the President to handle all disputes coming 
vetore it. 


Mr. Wuirren. I would like to have title V and the Executive order 
be included in the record at this point. 

Mr. Feinsincer. Referring to title V, I do not know whether the 
President acted under title V or not. I do know that we received our 
appointment by virtue of Executive Order 10233 amending 10161, 
and I think you might want both of them in. 

Mr. Wuirren. Yes; I would like to have those in the record. 

(The matter referred to is as follows:) 


Tirte V—SerrLeMentT oF Lasor Dispute 


Sec. 501. Congressional intent. 
Sec. 502. Policy. 
Sec. 503. Prevailing practices and laws. 


SETTLEMENT OF LABOR DISPUTES 


Sec. 501. It is the intent of Congress, in order to provide for effective price 
and wage stabilization pursuant to tile IV of this act and to maintain uninterrupted 
production, that there be effective procedures for the settlement of labor disputes 
affecting national defense. 

Sec. 502. The national policy shall be to place primary reliance upon the parties 
to any labor dispute to make every effort through negotiation and collective 
bargaining and the full use of mediation and conciliation facilities to effect a 
settlement inthe national interest. To this end, the President is authorized 
(1) to initiate voluntary conferences between management, labor, and such per- 
sons as the President may designate to represent government and the public, and 
(2) subject to the provisions of section 503, to take such action as may be agreed 
upon in any such conference and appropriate to carry out the provisions of this 
title. The President may designate such persons or agencies as he may deem 
appropriate to carry out the provisions of this title: Provided, however, That in 
any dispute between employees and carriers subject to the Railway Labor Act, 
as amended, the procedures of such Act shall be followed for the purpose of bring- 
ing about a settlement of such dispute. Any agency provided for by such Act, 
including anv panel or panel board established bv the President for the adjust ment 
of disputes arising under the Railway Labor Act, as a prerequisite to effecting 
or recommending a settlement of such dispute, shall make a specific finding 
and certification that the changes proposed by such settlement or recommended 
settlement, are consistent with such standards as may then be in effect, established 
by or pursuant to law, for the purpose of controlling inflationary tendencies: 
Provided further, That in any nondisputed wage or salary adjustments proposed 
as a result of voluntary agreement through collective bargaining, mediation, or 
otherwise, the same finding and certification of consistency with existing stabiliza- 
tion policy shall be made by the separate panel, chairman thereof, or boards as 
established and authorized by the President. Where such finding and certifica- 
tion are made by such agency, panel, chairman thereof, or boards they shall after 
approval by the Economic Stabilization Administrator be conclusive and it shall 
then be lawful for the employees and carriers, by agreement, to put into effect 
the changes proposed by the settlement, recommended settlement, or voluntary 
proposal with respect to which such findings and certification were made. 

Sec. 503. In any such conference, due regard shall be given to terms and 
conditions of employment established by prevailing collective bargaining practice 
which will be fair to labor and management alike, and will be consistent with 
stabilization policies established under this Act. No action inconsistent with 
the provisions of the Fair Labor Standards Act of 1938, as amended, other Federal 
labor standards statutes, the Labor Management Relations Act, 1947, the 
Railway Labor Act, as amended, or with other applicable laws shall be taken 
under this title. 
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APPLICABLE Portion oF Executive OrpER 10161, Szpremper 9, 1950 


Part IV— Economic STABILIZATION 


Sec. 401. (a) There is hereby created a new and independent agency to be 
known as the Economic Stabilization Agency, hereafter in this Part referred to 
as the Agency. There shall be at the head of the Ageney an Economic Stabiliza- 
tion Administrator, hereafter in this Part referred to as the Administrator, who 
shall be appointed by the President by and with the advice and consent of the 
Senate. 

(b) The Administrator shall seek to preserve and maintain the stabilization of 
the economy. To this end he shall: 

(1) Plan and develop both short- and long-range price- and wage-stabilization 
policies and measures and create the necessary organization for their administra- 
tion. 

(1) Inform the public, agriculture, industry and labor concerning the need for 
stabilization and encourage and promote voluntary action to this end. 

(3) Consult and advise with the Government officials responsible for procure- 
ment, production, manpower, and rent contre! and for fiscal, credit and monetary 
policies, concerning measures within their jurisdiction which will assist stabiliza- 
tion. 

(4) Establish price ceilings and stabilize wages and salaries where necessary. 

(c) The functions conferred upon the President by Title IV of the Defense Pro- 
duction Act of 1950 are hereby delegated to the Administrator. 

Sec. 402. There shall be in the Ageney a Director of Price Stabilization, who 
shall be appointed by the President by and with the advice and consent of the 
Senate, and who shall perform such functions with respect to price stabilization 
as may be determined by the Administrator. 

Sec. 403. (a) There shall be in the Ageney a Wage Stabilization Board com- 
posed of nine members who shall be appointed by the President. Three of the 
members so appointed shall be representative of the public, three shall be repre- 
sentative of labor, and three shall be representative of business and industry. One 
of the members representing the public, to be designated by the President, shall be 
chairman of the Board. 

(b) The Wage Stabilization Board shall make recommendations to the Admin- 
istrator regarding the planning and development of wage stabilization policies and 
shall perform such further functions with respect to wage stabilization as may be 
determined by the Administrator after consultation with the Board. 

Sec. 404. The Administrator is hereby designated to initiate such consultations 
and conferences with management, labor, and representatives of the Government 
and public as he deems appropriate and to advise the President of such action as 
may be called for in carrying out the provisions of Title V of the Defense Produc- 
tion Act of 1950. 


Executive Orper 10233—-AMENDING EXEcuUTIVE ORDER NuMBER 10161 WitH 
Resrect TO WAGE STABILIZATION AND SETTLEMENT OF LABOR DISPUTES 


Whereas the maintenance of wage stabilization under the Defense Production 
Act of 1950 is essential at this time in the interest of the national defense; and 

Whereas the maintenance of effective wage stabilization imposes limitations on 
the processes of free collective bargaining, making necessary the development. of 
machinery to facilitate the settlement of labor disputes in conjunction with the 
administration of wage stabilization; and 

Whereas on April 17, 1951, the National Advisory Board on Mobilization Policy 
made the following recommendation to the President: 

‘1. The Wage Stabilization Board shall be reconstituted as an 18-man tri- 
partite Board with six representing the public, six representing management, and 
six representing labor. 

“2 The reconstituted Wage Stabilization Board shall be empowered to assume 
jurisdiction of any labor dispute which is not resolved by collective bargaining or 
by the prior full use of conciliation and mediation facilities and which threatens 
an interruption of work affecting the national defense where: 

“(j) The parties to any such dispute jointly agree to submit such dispute to the 
Board, or 

(ij) The President is of the opinion that the dispute is of a character which 
substantially threatens the progress of national defense and certifies such dispute 
to the Board. 
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“3. In any such case certified to the Board by the President or in any such 
case where the parties jointly agree to submit the case to the Board for their 
recommendations, the Board shall investigate and inquire into the issues in dispute 
and promptly report to the President thereon with their recommendations to the 
parties as to fair and equitable terms of settlement. : 

‘4. In any such case where the parties jointly agree to be bound by the decision 
of the Board, the Board shall render a decision on the issues in dispute which 
decision shall be binding on the parties.” 

And whereas I deem it necessary and desirable that such recommendation be 
carried out; 

Now, therefore, by virtue of the authority vested in me by the Constitution 
and statutes, including the Defense Production Act of 1950, and as President of 
the United States and Commander in Chief of the Armed Forces, it is hereby 
ordered as follows: 

Section 1. Part IV of Executive Order 10161 of September 9, 1950, is hereby 
amended by revoking, sections 403 and 404 thereof and by inserting after section 
402 thereof the following new sections: 

“Sec. 403. (a) There shall be in the Agency a Wage Stabilization Board 
(hereafter in this Part referred to as the Board) composed of eighteen members 
who shall be appointed by the President. Six of the members so appointed shall 
be representative of the public, six shall be representative of labor, and six shall 
be representative of business and industry. There shall be a chairman and a 
vice chairman of the Board, each of whom shall be designated by the President 
from among the members representative of the public. 

“(b) In addition to the functions assigned to it by the provisions of the follow- 
ing sections of this Part IV, the Board shall perform such other funetions with 
respect to wage stabilization as may be determined by the Administrator after 
consultation with the Board. 

“Sec. 404. To the maximum extent consistent with the maintenance of effective 
economic stabilization, the provisiyns of this Part shall be administered in such a 
way as to preserve collective bargaining between labor and management. 

“Sec. 405. The Board may assume jurisdiction of any labor dispute which is 
not resolved by collective bargaining or by the prior full use of conciliation and 
mediation facilities and which threatens an interruption of work affecting the 
national defense where: 

“(a) The parties to any such dispute jointly agree to submit such dispute to 
the Board for recommendation or decision, if the Board agrees to accept such 
dispute, or 

““(b) The President is of the opinion that the dispute is of a character which 
substantially threatens the progress of national defense and refers such dispute 
to the Board. 

“Sec. 406. In any ease referred to the Board by the President under section 405 
the Board shall investigate and inquire into the issues in dispute and promptly 
report to the President thereon with its recommendations to the parties as to fair 
and equitable terms of settlement. 

“Sec. 407. In any case where the parties jointly agree to submit the case to the 
Board for its recommendations under section 405, the Board shall investigate and 
inquire into the issues in dispute and shall advise the parties of its recommendations 
for fair and equitable terms of settlement. 

“Sec. 408. In any case submitted or referred to the Board under section 405 
where the parties jointly agree to be bound by the decision of the Board, the Board 
shall render a decision on the issues in dispute, which decision shall be binding on 
the parties. 

“Sec. 409. Any wage action taken by the Board with respect to any case sub- 
mitted or referred to it under section 405 shall be consistent with stabilization 
policies. 

“Src. 410. Such panels and subsidiary agencies of the Board as may be deemed 
necessary may be constituted under this Part, and in order to carry out its func- 
tions under this Executive Order, the Board may promulgate rules, regulations, 
orders, and directives.” 

Section 2. All order regulations, rules, certificates, directives, and other ac- 
tions relating to any function affected by the amendment made by the provisions 
of section 1 of this Executive Order (including the appointments of members of 
the Board in office on the date thereof) shall remain in effect except as they are 
inconsistent herewith or are hereafter amended, revoked, or terminated under 
proper authority. 
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Section 3. Nothing in this Executive Order shall be deemed to supersede any 
provision of Executive Order No. 10193 of December 16, 1950. 

Section 4. No action inconsistent with the provisions of the Fair Labor Stand- 
ards Act of 1938, amended, other Federal labor standards statutes, the Labor- 
Management Relations Act, 1947, or with other applicable laws shall be taken 
under this Executive Order. 


Harry 8S. Truman. 
The Waite Hovsg, 


April 21, 1951. 

Mr. Fernstncer. | do know that each one of us when we took our 
oath of office understood that we were obligated to pass on any issue 
in any dispute case that was certified to us by the President. 

You know the Allen resolution calling for an investigation of the 
Board in its original form raised the question as to whether we had 
not exceeded our authority and jurisdiction. 

That was stricken out in the revised amendment for the very simple 
reason that I do not believe anybody can maintain or does attempt to 
maintain that the Board exceeded its jurisdiction in acting on these 
noneconomic issues. That was made quite plain, and that is what 
the fight was about in April 1951 before this Board was set up; you see. 

Mr. Wuirren. In other words you recognized in passing judgment 
on that particular phase of it that it did not have to do with wage 
stabilization, but you do say that you were granted authority under 
the Executive order and the law to pass judgment on these things 
that might be in controversy, even though they might not enter into 
the question of the stabilization of wages? 

Mr. FernsinGer. Yes, sir; that is right, sir. 


APPLICATIONS FOR INCREASES IN WAGES 


Mr. Wuirren. You said about 99 percent of your business is other 
than passing judgment on such disputes. 

Now, in an effort to see how you are handling that end of your 
business how many applications have you had for increases in wages? 

Mr. Weiss. We have had around 60,000 this past vear. 

Mr. Fernstncer. Do you want the number of applications, or the 
number of cases passed on? 

Mr. Wurrren. I want to know how many you had filed, how many 
were acted on, and how many increases were approved, and how 
many were denied, 

Mr. Fernstncrer. We have approved a little less than 86 percent 
of the petitions filed. We have modified either in whole or in part, 
about 14.4 percent of those filed. 

Mr. Wuirren. So, then, all of them have been granted in one degree 
or another? 

Mr. Tuomas. Fourteen and four-tenths percent were not. 

Mr. Fernsincer. No, they were not all granted. 

Mr. Wuirren. I understood you to say that they were modified 
which meant that part of that which was requested was granted. 

Mr. Fernsincer. I should have said rejected in whole or in part 
in that connection, Mr. Whitten. 

Mr. Wuirren. Which leaves, say, 86 percent of them which were 
granted, and the others varying from being denied up to having 
granted a part or a substantial part of the request? 

Mr, FretnsinGer. Yes, sir; that is right. 
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AMOUNT OF PAY INCREASES 


Mr. Wurrren. In the over-all what percentage of increase does that 
reflect? 

Mr. Ferrnstncer. I think the best way to answer that question is 
to give you the percentage increase in straight-time average hourly 
earnings, which is the closest that we can get to the increase in wage 
rates. The best criterion would be the enlargements in wage rates. 

Mr. Wuirrten. Yes. 

Mr. Fernstncer. But the best information we can give you is the 
straight-time average hourly earnings, which excludes overtime in 
industrial shops. 

I would like at the same time to offer the data which I am about to 
give you, Mr. Chairman. 

Mr. Wurrren. You may insert that table in the record first and dis- 
cuss it as it will make it better for the record. 

(The matter referred to is as follows:) 


Average monthly rate of increase in adjusted average hourly earnings '\—stabilization 
period compared with postwar years and comparable period of World War II 
stabilization 

[Cents and percent] 





Dollars Percent 





Postfreeze: 
January 1951 ?-April 1952 0.006 | 0.4 of 1 percent, 
February 1951 April 1952 : - 006 Do. 

Post-World War II: } 
January 1948-April 1919- _ ... re es . - 007 


0.6 of 1 percent. 
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February 1948-April 1949 . 007 | 


K {1 percent. 
f 1 percent. 
f 1 percent. 


: é tid -009 | 0. 
February 1946—A pril 1947__ ‘ wekbe . hse Se sda Bay .012 

World War II wage stabilization: 
October 1942-January 1944___ .005 | 0. 
October 1942-December 1943 sides - 005 | 


1; 


6 
8 
2 
7 
8 
2 
6 


of 1 percent. 
Do. 








1 Adjusted average hourly earnings of production and related workers in manufacturing following January 
1950 represent gross average hourly earnings, excluding overtime and the effect of interindustry shifts in 
employment after January 1950. Adjusted average hourly earnings in World War II exclude overtime and 
the effect of interindustry shifts in employment after January 1941. 

? Since the figures are available only for Jan. 15, 1951, and Feb. 15, 1951, and since stabilization controls 
were established between these 2 dates (i. e., Jan. 25, 1951), both dates are shown for the beginning of the 
control period. 


Mr. Fernstncer. The postfreeze—that is, January 1951 to April 
1952—and this is the average monthly rate of increase in adjusted 
average hourly earnings comparing the stabilization period with post- 
war years and with a comparable period of stabilization in World War 
II, although we had tighter price controls in World War II. When 
we got around to stabilizing wages and prices, we had the all-out 
no-strike and no-lock-out pledge. 

From January 1951 to April 1952 it was four-tenths of 1 percent 
a month. 

From February 1951 to April 1952 it was likewise four-tenths of 
| percent. 

‘ this connection, I use both January and February as a base 
because stabilization began the 25th of January. 

Mr. Wuirren. That includes the overtime 

Mr. Fernsincer. No; the overtime is excluded, because that has 
nothing to do with movements in wages rates. 
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Mr. Wuirren. But you have held your overtime to the same 
average of the regular time? Is that fixed by law? 

Mr. Fernsincer. The overtime rates, you mean? 

Mr. Wuirten. Yes. 

Mr. Fernstncer. This would not include movements in overtime 
rates, nor those overtime earnings since we do not pay any attention 
to them in this calculation. 

Mr. Wurrren. You mean when they work overtime that you do 
not include that? 

Mr. Fernstncer. That is right. However, if a man works over- 
time and the base rate of pay is changed or increased, his overtime 
would be increased. 

During World War II wage stabilization, in the comparable period 
October 1942 to January 1944, it was six-tenths of 1 percent per 
month, whereas our record is four-tenths of 1 percent, or 33% more 
in World War II. 

Likewise, from October 1942 to December 1943, a 1-month differ- 
ence, the increase was six-tenths of 1 percent. 

Now, in post World War Il—and this demonstrates how we did put 
the brake on movements in wage rates—from January 1948 to April 
1949, the monthly rate of movement in wage rates was six-tenths of 
1 percent, against ours of four-tenths of 1 percent, and from January 
1947 to April 1948 it was eight-tenths of 1 percent, and from January 
1946 to April 1947 it was 1.2 of 1 percent. 

From February 1948 to April 1949 it was seven-tenths of 1 percent. 

From February 1947 to April 1948 it was eight-tenths of 1 percent, 
and from February 1946 to April 1947 it was 1.2 of 1 percent. 

Mr. Wuirren. That comparison is good, of course. As to how 
good it is, it would depend upon the judgment or weight you place on 
the activities back in those times, and you have to recall that at that 
time we were in a war period where the demands for production far 
exceeded that which has existed, perhaps, in the recent period. 


ACTION ON PETITIONS 


Mr. Forp. In explaining those figures, is this taken into considera- 
tion: You have a petition which is filed, we will say, in March of 
1951, and through no particular fault of your Agency that is not 
acted upon until 9 months later, we will say. When that petition is 
acted on favorably and the increase is granted it is made retroactive 
back to the date of the filing of the petition? 

Mr. Fernsincer. Yes, sir, that is right. 

Mr. Forp. When that is acted upon and it is made retroactive, is 
that increase reflected in those figures which you have quoted to us 
here? 

EFFECT OF INCREASES 


Mr. Fernstncer. Yes, sir, and I also think that this is relevant 
to it. There were sizable price increases which were not reflected 
in the wage increases until some 6 weeks, at least, after the price 
increases had taken effect. That is because of the fact that it takes 


about & weeks before a price increase is reflected in the consumer's 
*ndex 
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Now, there were price increases which were made just before 
stabilization, and made in anticipation of stabilization. 

Your subsequent wage increases came after the period of stabiliza- 
tion, and they are charged against our record, although they reflect 
price increases which were made ahead of time. 

Mr. Warrren. Doctor, I do not profess to be in any degree an 
expert either in this wage field or in the price field, but six-tenths of 
1 percent for 12 months is an average of 7.2 percent a year. You 
stated vour conception of it, and I guess from your use of the word 
that would be a crisis situation, although many differ as to the final 
result of the legislation. 

That is a 7 percent increase annually, and if we are trying to stabilize 
and keep the situation from getting out of hand, theoretically, at 
least, and actually, if each year we are going to have an additional 
7-percent increase the situation may get out of hand. We may be 
getting the cart before the horse, and it depends on who you talk to, 
as to which is ahead, the cart or the horse. If you talk to labor and 
labor leaders, or if you listen to their belief they are just trying to 
keep up with the increase in prices, and if you talk to those affected 
by wage increases, they are just trying to get prices to keep up with 
wages. 

Mr. Fernsincer. That is right. 

Mr. Wuirren. Have we not about reached the place where if we 
are going to stabilize the situation in the country we better stop? 

Mr. Fernstneer. Well, vou used the figure of six-tenths of 1 per- 
cent. Four-tenths of 1 percent is our figure, Mr. Whitten. 

Mr. Wuirren. Well, whatever it is, but each side is saying the other 
side is the one that is causing it. You might actually build up infla- 
tion. If we have a leveling off in production and continue in effect 
the law on wages and prices it may serve to bring about inflation that 
might not otherwise exist or might not be brought about, might we 
not? 

RELATIONSHIP OF WAGES AND PRICES 


Mr. Fernstncer. First let me say, Mr. Whitten, that everything 
in this world is relative. I think you will agree with that. 

Now, let me ask, how does the movement of wage rates in relation 
to the movement of the cost of living under our administration com- 
pare with the same relationship in World War LL. 

The fact is that the movement in wage rates is closer, it is averaged 
out, of course, and you have not only the cost of living increase, the 
rate of movement in wage rates under the administration of this Board 
is closer to the rate of movement of the cost of living than it was in 
World War IL. 

In answer to your fundamental question I think a reasonable man 
can disagree on such things. They are differing right this very 
minute. 

Mr. Tuomas. And do differ. 


NEED FOR CONTROLS 


Mr. Wuirren. I have dealt more in detail with the original pro- 
ducers, coming as I do from an agricultural and small manufacturing 
area. Having studied the situation in that area I have become 
convinced of certain things that we feel there. 


20553—52—pt. 2 26 
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I am trying to get a discussion of the matter in the abstract, if I 
can, because this matter which is before us is right up in Congress 
now, and personally I am of the opinion that real thought should 
be given as to whether we should not strike out these two sections. 

Mr. Fernstncer. Well, let us take the situation pre-Korea, If 
you had eliminated controls as we did back pre-Korea, if the question 
is whether we would be better or worse off, I agree 100 percent that 
we are going to be better off without wage controls and price laws. 

If Russia is not going to attack, these defense agencies can fold up. 
I am not so sure. As a member of the Labor Board in World War 
II, and from what I have observed pre-Korea I do not think we 
would be safe in taking off controls. 

Look what happened before we got started to stabilizing wages and 
in prices, and I think we got started a little late, but in the terrible 
period pre-Korea and prefreeze from January 1950 to January 1951, 
the percentage of increase was 7.9 percent or 8.5, depending upon 
what terminal date you use, as contrasted with 4.7 or 4.1. 

Mr. Wurrren. Which period are you using? 

Mr. Tuomas. Pre-Korea and the freeze period. 

Mr. Fernsincer. Let us take pre-Korea and prefreeze, and take 
the same basis, about January 1950 through January 1951, which is 
12 months, or February 1951, which is 13 months. If you take a 12 
months’ period and pre-Korea and prefreeze it was 7.9 percent, and 
if you take a 13 months’ period it was 8.5 percent. 

Now compare that with our record. From January 1951 to 
February 1952, 13 months, it was 4.7 percent as contrasted with 8.5 
percent. If we take 12 months, February 1951 to February 1952, it 
is 4.1 percent as contrasted with 7.9. 


NUMBER OF REQUESTS APPROVED 


Mr. Wuirren. On the other side, now, this may sound amazing’ 
but the question arises with your Wage Stabilization Board approving 
86 percent of the requests in toto, and spending $15 million on this 
activity, for 86 percent of these requestS you have merely acceded to 
this request. 

Mr. Forp. Do you not come to this, what percentage of the em- 
ployees is affected? ‘That is really the crux of the question, and it is 
not the percentage of the petitions filed, but the percentage of em- 
ployeed affected? 

Mr. Fernsincer. Yes, sir; that is right, Mr. Ford. Sixty percent 
of our petitions come from employers that do not have any unions. 

Mr. Wuirren. I am not passing at all upon your decisions. I am 
just saying that if you approve 86 percent of all requests you might 
just as well have a man mail a letter. There are then only 14 percent 
of them being affected by the law. Perhaps we might just change the 
law and say, “Go ahead if you want to, just do it, because 86 percent 
of the time you are doing it anyway.” 

Mr. Fernsincer. Let me explain why that figure is 86 percent. 
We operate, for the most part under general regulations. We have 
what we call the inequity regulation, interplant inequity regulation. 

Now, here is a small employer who has got a defense contract for 
the first time in his life. He has been satisfied previously to use the 
bottom of the market because he did not need the highly skilled 
people, as he had been making potato mashers. 
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Now, he wants to raise his rates, he would like to pay the top 
rates which are paid in the area, since he has a cost-plus contract, 
let us say. 

If he were not controlled in such a situation he would go out and 
he would out-bid the highest plants in the area. 

Our regulations says two things, first, you can only come up to the 
representative level of rates, which is somewhere below the average. 

Second, we will not allow a man to decide what that average is, 
because he is likely to say the average is away up here, so we say to 
him you send your application in to us, and you tell us with whom 
you are comparing yourself, and then we will use the data we have 
for that labor market, you see, and we will tell him how far he can 
go up. 

* Mr. Wurrren. You do not have your data but get it in the De- 
partment of Labor? 

Mr. Fernstncer. Yes. 

Mr. Tuomas. Fourteen percent of your petitions you turn down; is 
that correct? 

Mr. Fernstncer. Turn down entirely or in part. 

Mr. Tuomas. Is the 86 percent approved in toto or modified in 
varying degrees? 

Mr. Frernstncer. They are approved as submitted. The great 
bulk of our petitions are the kind that I have just been talking about, 
where the fellow who 

Mr. Wuirten. We can still get rid of your $15 million expense by 
just writing it this way. We say you cannot pay more than the 
average as determined by the Department of Labor. Why go through 
your organization? Labor determines the average and sends it to 
you and you get labor’s situation and you approve 86 percent. I 
guess a fair average of the other 14 percent would be to strike it in 
half, 7, which would mean about 93 percent approved and 7 percent 
turned down. 

Mr. Fernstncer. Let me make two comments on that, if I may. 
This figure I gave you is the latest figure I had when I testified before 
various committees of Congress sometime ago. It was 18.3 in March 
and 21 percent in April, showing a rise. The easy cases are over with 
now. People have used up about all the money that is permissible 
under our regulations. They are looking around for ways and means 
to get more money. If you say, ‘Let the man decide for himself’—— 

Mr. Wuirten. I am asking you, Doctor. 

Mr. Fernsincer. You cannot do it. It is not so simple. The 
judgment factor is terribly important, who is comparable, what 
firms are comparable. Those are all matters of judgment. 


ANTICIPATED WORKLOAD 


What is the contemplated workload that you anticipate in the 
coming year as compared with what you have had in the present year? 

Mr. Fernsincer. We expect about 18,000 in the national office in 
the fiscal year 1953 and 76,500 in the regional offices. How did that 
compare, Mr. Weiss, with fiscal 1952? 

Mr. Wertss. 15,000 in the national office and 42,000 in the field. 

Mr. Fernsincer. An increase from 15,000 to 18,500 at the national 
level and an increase from 42,000 to 76,500 at the regional level. 





402 


Those are cases being handled. That is not petitions received, Mr 
Chairman. Part of the explanation for the increase is that we will be 
reducing our backlog. 


EFFECT OF AMENDMENTS TO DEFENSE PRODUCTION ACT 


Mr. Wuirren. What effect have the amendments that have been 
adopted to the present Defense Production Act had insofar as your 
judgment is concerned? 

Mr. Freinstncer. We have tried to make an appraisal of that. 
The exemption of professional engineers, architects, and accountants 
would hardly touch us, because we do not have architects or account- 
ants. We have few engineers. Most of these people are under the 
salary board. 

The provision that public members shall be paid $15,000 per annum 
and not engage in other business means that the net savings there 
would be simply from the transportation that is paid to our public 
members who are stationed elsewhere and just spend part of their 
time here. 

I think we figured that perhaps the maximum saving there would 
be $14,000 per annum. 

On tlie proposed exemption of employers of eight or less, that would 
not save anything because our own estimates assume it and in view 
of the regulation we are on the verge of promulgating, and still 
might—— 

Mr. Wuirren. You might extend your remarks in the record on 
that. 

Mr. Frrnsincer. May I also have permission to file the chart that 
I made reference to? 

Mr. Wuirren. Yes. 

(The material referred to is as follows:) 


EXEMPTION OF SMALL BUSINESSES 


The estimates of the Wage Stabilization Board, specifically the forecast of the 
1953 volume of wage adjustment petitions, assumed the exemption, by Board 
regulation, of employers of fewer than eight employees. It was anticipated that 
exceptions to the exemption would be made in industries, areas, and occupations 
where the lifting of control would be demonstrably unstabilizing. The bill pro- 
vides for the making of such exceptions by the President. Presumably Presiden- 
tial exceptions would substantially coincide with those made by the Board. 

The Wage Stabilization Board’s enforcement program provided for investiga 
tions of employers of fewer than 8 employees only in four critical industries. 
These would presumably be excepted from the exemption. 


Percent increase in adjusted everage hourly earnings ' before and since stabilization 


Postfreeze: Percent 
January 1951?-February 1952 (13 months) a 
February 1951?-February’ 1952 (12 months) __ _- 

Pre-Korea, prefreeze: 

January 1950—January 1951 (12 months) 

January 1950—February 1951 (13 months) - - 
Post-Korea, prefreeze: 

June 1950—January 1951 (7 months) 

June 1950-February 1951 (8 months) - - _- 

! Adjusted average hourly earnings of production and related workers in manufacturing following Janu- 
ary 1950 represent gross average hourly earnings excluding overtime and the effect of interindustry shifts 
in employment after January 1950 

? Since the figures are available only for Jan. 15, 1951, and Feb. 15, 1951, and since stabilization controls 
were established between these two dates (i. e., Jan. 25, 1951), both dates are shown for the beginning of 
the control period. 


Source: Wage Stabilization Board, Office of Economic Analysis, Apr. 29, 1952. 
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BASIC RULES AND REGULATIONS 


Mr. Wuirten. To what extent have you issued basic regulations 
and rules that can be followed by employers and employees so that the 
matter will not reach your board? 

Mr. Fernsincer. Our main regulations to that effect are the so- 
called 10 percent regulation 6 and our cost-of-living regulation. 
Those may be applied, for the most part, on a self-administering basis. 

Mr. Wuirren. Are they very lengthy? 

Mr. Frrnstncer. No. 

Mr. Wurrren. We might have those included in the record at this 
point. 

(The material referred to is as follows:) 


GWR 6, Fes. 27, 1951 
Inel. AMpt. 1 Dec. 6, 1951 


WaGE STABILIZATION BOARD 
Washington 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CHapTreR IV—Wacer STABILIZATION Boarp, Economic STABILIZATION AGENCY 
{General Wage Regulation No. 6] 


Pursuant to the Defense Production Act of 1950 (Public Law 774, 81st Cong.), 
Executive Order 10161 (15 F. R. 6105), General Wage Stabilization Regulation 
1 (16 F. R. 816) and Economie Stabilization Agency General Order No. 3 (16 
F. R. 739), this General Regulation No. 6 is hereby issued. 

Statement of Considerations. The wage and salary policy recommendations 
hereinafter set forth are adopted by the Wage Stabilization Board and submitted 
to the Economie Stabilization Administrator for his approval under the pro- 
visions of the Defense Production Act of 1950, Executive Order 10161, and Gen- 
eral Order No. 3 and General Wage Stabilization Regulation No. 1 of the Eco- 
nomic Stabilization Administrator. 

Congress has declared its intent, in the Defense Production Act of 1950, that 
price and wage stabilization shall be used to prevent inflation and to preserve 
the value of the national currency; to avoid dissipation of defense appropriations 
through excessive costs; to stabilize the cost of living and the costs of production; 
to eliminate and prevent profiteering, hoarding, manipulation, speculation, and 
other disruptive practices resulting from abnormal conditions; to protect against 
undue impairment of living standards; to prevent economic disturbances, labor 
disputes, and interference with effective mobilization of national resources; to 
assist in maintaining a reasonable balance between purchasing power and supply 
to avoid dissipation of individual savings; and to prevent a future collapse of 
values. 

Congress has further stated its intent that the exercise of stabilization author- 
ity shall maintain and further sound working relations, including collective 
bargaining, between business and labor, shall be generally fair and equitable and 
shall provide for such adjustments as are deemed necessary to prevent or to cor- 
rect hardships or inequities. 

For the purpose of preparing itself for the discharge of its responsibilities, the 
Wage Stabilization Board heretofore distributed to representative labor and indus- 
try groups a series of questions, the answers to which would provide the Board 
with essential information for the development of wage stabilization policies. 
Thereafter, the Board conducted conferences, some of which were attended by 
representatives of labor and some of. industry, who presented their views respect- 
ing the development of wage stabilization policies. In the formulation of the 
provisions hereof there has thus been consultation with industry and labor repre- 
sentatives, including trade association and labor union representatives, and con- 
sideration has been given to their recommendations. 

There were broad changes in wages, salaries, and other compensation paid 
employees during 1950 and in January 1951 until the issuance of General Wage 
Regulation No. 1 by the Economie Stabilization Administrator. These changes 
followed the period of late 1949 and early 1950, when wage and salary rates had 
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remained relatively unchanged. The consumer price index was also relativ: 
stable in that same period. In the spring of 1950 business conditions improved. 
and both wages and the cost of living commenced to rise. The outbreak of the 
Korean war accentuated these developments. Disparities arose as between <if- 
ferent groups of employees as a consequence of such factors as different expirat io: 
or wage reopening dates in collective bargaining agreements or other special cir- 
cumstances. Disparities also developed in various industries between increases j 
wage and salary rates and increases in the cost of living. These disparities were 
frozen as a result of the issuance of General Wage Stabilization Regulation No. 
of the Economie Stabilization Administrator. In order to deal with, and attemp: 
to solve this time inequity, or “catching up’”’ problem, and to facilitate the effec- 
tive prosecution of the national defense effort, the Wage Stabilization Board has 
determined and adopted the policies set forth below. These policies are designed 
to correct such inequities as have arisen because of disparities between increases 
in wages and salaries and the increase in the cost of living since January 15, 1950, 
or which may subsequently arise during the period covered by this policy. 

The Wage Stabilization Board recognizes that there may be further changes i) 
the cos‘ of living, The present policy is adopted for the period until July 1, 195! 
The policy set forth herein will be fully reviewed and re-examined before the end 
of this period, 

REGULATION 
Sec. 


1 Policy. 

2 Definitions under this regulation. 
3. Administration. 

4. Base pay period abnormalities. 
5. Rare and unusual cases, 

6. Further study. 


AvuTHORITY: § § 1 to 6 issued under sec. 704, Pub. Law 774, 81st Cong. Interpret or apply Title IV, Pub. 
Law 774, 8ist Cong.; E. O, 10161, Sept. 9, 1950, 15 F. R. 6105. 

Section 1. Policy. If general increases in wage and salary levels in an appro- 
priate employee unit have been less than ten (10) percent since the base pay 
period, future increases in wages, salaries, and other compensation may be per- 
mitted in amounts up to but not in excess of the difference between such past 
increases, if any, and the permissible ten (10) percent. This ten (10) percent 
figure shall be reviewed in the light of the April 1951 index number of the Official 
Consumer Price Index (revised) of the Bureau of Labor Statistics when published. 

Sec. 2. Definitions under this regulation—(a) Base pay period. The base pay 
period shall be the first regular payroll period for each appropriate employee unit 
ending on or after January 15, 1950. 

(b) Appropriat: employee unit. An appropriate employee unit for the measure- 
ment of changes in wage levels is a group composed of all employees in a bargaining 
unit, in a plant or other establishment, or in a department thereof, or in a com- 
pany, or in an industry, as best adapted to preserve contractual or historical 
relationships. 

An appropriate employee unit for the measurement of changes in salary levels 
is each plant or major business division of an employer, or each certified or recog- 
nized collective bargaining unit, treating as separate groups, however, (i) those 
employees who qualify as ‘executive, administrative, professional or outside 
sales personnel” under the definition of the Fair Labor Standards Act, as amended, 
and (ii) other salaried employees in the unit. 

(c) Wage and salary levels. Wage and salary levels include time and incentive 
earnings, commission rates, and actual or prorated sums of any regularly paid 
bonuses and night shift differentials, but exclude overtime premium payments, 
employer contributions to or payments of insurance or welfare benefits, employer 
contributions to pension funds or annuities, and other like allowances. 

Thus, wage levels are to be expressed as average straight time hourly earnings, 
including prorated night shift differentials. Salary levels may be computed on 
the basis of regularly scheduled weekly, bi-weekly, semi-monthly, or monthly pa) 
periods. 

(d) General increases in wages and salaries. For the purpose of calculating 
prior increases in wage and salary levels, general increases are defined as those 
increases in wage and salary rates which raised straight time earnings by one (1 


1 For example, if general wage and salary increases in an appropriate unit have amounted to seven (7) 
percent since the base pay period, then not more than a three (3) percent increase is permissible. This 
three (3) percent may be applied to wages and salaries alone or it may be applied wholly or in part to other 
— % compensation. The cost of increases in other forms of compensation must be deducted from the 

ree (3) percent, 
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percent or more in the appropriate employee unit. General increases do not 
include merit increases, promotions, reclassifications, length of service increases 
or other wage or salary adjustments of the types covered by General Regulation 5. 

(e) Other compensation. Increases in other compensation to be considered for 
the purpose of applying the policy herein set forth are prorated changes in com- 
pensation benefits such as night shift bonuses, overtime premium rates, vacation, 
holiday and like allowances, pension, insurance, and health and welfare benefits 
paid by employers, or contributions of employers on account thereof. 

(f) Proration. Proration of bonuses, commissions, incentive earnings, etc., and 
of other compensation, to a payroll period shall be done by allocating to said 
payroll period a proportionate share of the total of such payments within the 
appropriate employee unit over the calendar year or such shorter period of time 
as is representative in the case of each class of payments. 

Sec. 3. Administration. Increases in wages, salaries and other compensation 
permissible under the terms of the policy set forth in section 1 of this regulation, 
do not require the specific prior authorization of the Wage Stabilization Board. 
Any employer who makes such increases shall keep available for inspection by 
appropriate government agencies a record of each increase showing the essential 
facts and method of calculation. Such records shall be maintained while the 
Defense Production Act is in effect and for a period of two years thereafter. 


(Sec. 704, 64 Stat. 816, as amended; 50 U. S. C., App. Sup. 2154). 


Sec. 4. Base pay period abnormalities. Companies, including appropriate em- 
ployee units thereof, having no payroll period ending on or about January 15, 
1950, because they were not in operation at that tme, or having plainly abnormal 
pay levels during that period because of seasonal peculiarities, broad changes in 
product mix, wide swings in employment, and the like, may apply to the Wage 
Stabilization Board for appropriate and supportable adjustments of the base 
period pay level figures against which employee compensation changes are to be 
measured. The Wage Stabilization Board may give consideration on application 
to the special problems of seasonal industries: and to unusual cases involving fi:ms 
or industries in which the rates on or about January 15, 1950, were grossly out of 
line with their normal relationships, provided the parties had no adequate oppor- 
tunity to correct such misalignment by January 25, 1951. Applications under 
this Section may be submitted to the nearest office of the Wage and Hour Division 
of the United States Department of Labor on forms to be provided for that pur- 

ose. 

Sec. 5. Rare and unusual cases. In rare and unusual cases where the critical 
needs of essential civilian or defense production require it, the Wage Stabilization 
Board will consider the approval or authorization of increases in wages, salaries, 
and other compensation greater in amount than those specified in Section 1 hereof. 
Such cases will be limited to those situations where there are serious manpower 
shortages and in which other governmental agencies concerned with production 
and manpower problems certify to the Board that a concerted program has been 
undertaken to remedy the shortages and that an increase in wages, salaries or 
other compensation is indispensable to attract required labor to or retain it in 
essential civilian or defense industries or plants. Applications under this Section 
the may be submitted to the nearest office of the Wage and Hour Division of 
the United States Department of Labor on forms to be provided for that purpose. 

Sec. 6. Further siudy. The Beard continues to have under study, among 
other subjects, the question of pension and health and welfare plans. 

Effective date. This regulation shall become effective upon approval by the 
Economic Stabilization Administrator. 

Adopted by the Wage Stabilization Board. Dissenting Labor: Members 
Emil Rieve, Elmer E. Walker, Harry C. Bates. 

Nore: The record keeping and reporting requirements of this regulation have been approved by the 
Bureau of the Budget in accordance with the Federal Reports Act of 1942, 


C. 8. Cuina, Chairman. 


Approved: 


Eric JOHNSTON, 
Economic Stabilization Administrator. 
February 27, 1951. 
5:55 p.m. 
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GWR 8, Rev. 
Ava. 23, 1951 
WaGeE STABILIZATION BOARD 


Washington 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
Craptrer [V—WaGE StTaBILizATION Boarp, Economic STABILIZATION AGENCY 
[General Wage Regulation No. 8, Revised] 
GWR 8, Rev.—Cost-or-Livina INCREASES 


Pursuant to the Defense Production Act of 1950, as amended (Pub. Law 774, 
Sist Cong., Pub. Law 96, 82d Cong.); Executive Order 10161 (15 F. R. 6105): 
Executive Order 10233 (16 F. R. 3503); and General Order No. 3, Economic 
Stabilization Administrator (16 F. R. 739), General Wage Regulation No. 8 is 
hereby revised. 

STATEMENT OF CONSIDERATIONS 


This revised General Wage Regulation No. 8 permits certain cost-of-living 
increases in wages and salaries to be made without prior Board approval. Other 
cost-of-living increases under this regulation are permitted after approval by 
the Board. The increases permitted by this revised regulation must be based 
upon a Consumers Price Index published by the Bureau of Labor Statistics, or 
an index otherwise acceptable to the Board. The policies contained in this 
revised regulation will be subject to a later review by the Board. 

The Economie Stabilization Administrator has been consulted in the formula- 
tion of this regulation. The Economie Stabilization Administrator has approved 
the resolution upon which this regulation is based through March 1, 1952. Due 
consideration has been given to the standards and procedures set forth in Title 
IV and Title VII of the Defense Production Act of 1950, as amended. 


REGULATORY PROVISIONS 
Sec. 
. Definitions. 
2. Cost-cf-living provisions in effect on or before January 25, 1951, 
3. Cost-of-living provisions put into effect after January 25, 1951. 
. Permissible increases in absence of cost-of-living provisions. 
. Exceptional cases. 

AvutTuority: Sections 1 through 5 issued under sec. 704, 64 Stat. 816, as amended; 50 U. S. C. App. Sup. 
2154. Interpret or apply Title IV, 64 Stat. 803, as amended; 50 U. S. C. App. Sup. 2101-2110, E. O. 10161, 
Sept. 9, 1950, 15 F. R. 6105, 3 CFR, 1950 Supp. 

Secrion 1. Definitions. As used in this regulation, the term— 

(a) ‘Wages and salaries’? means the straight-time rate of pay, including shift 
differentials but excluding compensation such as other fringe benefits and health, 
welfare and pension plans. 

(b) ‘“‘Aeceptable index’’ means any Consumers Price Index (frequently referred 
to as the cost-of-living index) published by the Bureau of Labor Statistics or such 
other index as the Board has determined or may determine to be acceptable for 
the purpose of this regulation.! 

(ce) ‘‘Cost-of-living provision’? means a provision, in a written collective bar- 
gaining agreement or in a written wage and salary plan, which establishes a 
defined relationship between the wages and salaries of employees covered by the 
provision and a national or applicable local acceptable index. 

(d) Increases may include increases applied to existing single rates or to the 
minimum and maximum of existing rate ranges. 

Src. 2. Cost-of-living provisions in effect on or before January 25, 1951. (a) 
Increases required by cost-of-living provisions in (1) written collective bargaining 
agreements executed on or before January 25, 1951, or (2) written wage and salary 
plans formally determined and communicated to the employees on or before 
January 25, 1951, may be put into effect without further Board approval. 

(b) Increases put into effect under this section based upon changes in an accept- 
able index up to and including January 15, 1951, shall be offset against the amount 
of increases permissible under General Wage Regulation No. 6 (16 F. R. 1951). 
Increases put into effect under this section based upon changes in an acceptable 

! The Board published a list of approved indices on July 17. This list can be obtained at any Wage and 
Hour or Regional Board office. 
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index after January 15, 1951, need not be offset against, and may exceed, the 
amount of increases permis ssible under General Wage Regulation No. 6. 

(c) Four copies of reports of increases made under this section shall be filed 
with the nearest appropriate office of the Wage and Hour Division of the United 
States Depart ment of Labor not more than thirty days after any general increases 
are put into effect under this section. Each report shall include a statement of 
the amount of the increases and the unit of employees to which they are applicable; 
and the fellowing data, unless such data have heretcfere been filed with the Wage 
Stabilization Board under any General Wage Regulation. 

(1) A copy of the written wage and salary plans or collective bargaining agree- 
ments containing the cost-of-living provisions. 

(2) An identification of the cest-of-living provision in the agreement; or of the 
cost-of-living provision in the wage and salary plan, and a statement of the 
manner in which it was communicated. 

(3) A statement of any general increases applicable to the same wages, salaries 
and other compensations that have been put into effect after January 25, 1951. 

Sec. 3. Cost-of-living provisions put into effect after January 25,1951. Increases 
required by ccst-of-living provisions adepted after January 25, 1951 may be put 
into effect without further Board approval, provided that: 

(a) The average percentage increase in wages and salaries put into effect under 
such provision, after its adoption, shall not exceed the corresponding subsequent 
percentage increase in an acceptable index (as defined in section 1), dated en or 
after January 15, 1951. The applicativn of or increase in cents or percentage 
may be determined by the parties involved; and 

(b) The operation of the provision shall provide for adjustments in wages and 
salaries which reflect subsequent upward and downward fluctuations in a single 
predetermined acceptable index from the date of the adoption of the provision; 
provided, however, that downward fluctuations need not be reflected in reductions 
of wages and salaries below those in effect at the time of adoption of the provi- 
sion; and 

(ec) Four copies of the written collective bargaining agreement or written 
wage and salary plan containing the cost-of-living provision shall be filed with 
the nearest appropriate office of the Wage and Hour Division within 30 days 
after the effective date of this General Wage Regulation or 30 days after the 
adoption of such a provision. 

(d) Increases put into effect under this section need not be offset against the 
amount of increases permissible under General Wage Regulation No. 6. Increases 
permitted under General Wage Regulation No. 6 may be put into effect without 
affecting the increases permissible under this section. 

Sec. 4. Permissible increases in absence of cos'-of- iving provisions. Any 
employer, or any employer and union, who find that the real value of wages 
and salaries has declined since January 25, 1951 (based upon an acceptable index 
dated on or after January 15, 1951), may put into effect no more frequently 
than every six months, increases to restore such loss in the real value of wages 
and salaries from January 25, 1951 to the date of the increases. 

(a) If the amount permissible under General Wage Regulation No. 6 has been 
exceeded by an increase put into effect after January 25, 1951, following Board 
approval, or if a petition for approval of such increases is pending before the 
Board, the increases provided by this section require prior Board approval. Other- 
wise, the increases provided by this section may be put into effect without further 
Board approval. 

(b) If further Board approval is not required. 

(1) Increases put into effect under this section need not be offset against the 
amount of increases permissible under the General Wage Regulation No. 6. 
Increases permitted under General Wage Regulation No. 6 may be put into effect 
without affe cting the increases permissible under this section; and 

(2) Four copies of a report of the wage and salary increases made pursuant to 
this section shall be filed with the nearest appropriate office of the Wage and 
Hour Division within 30 days after the date of the increases. 

Sec. 5. Exceptional cases. In an exceptional case, an employer, or an employer 
and a union, who believe that hardships or inequities exist because of a decline in 
the real value of wages and salaries, due to a rise in an acceptable index from a base 
period after January 15, 1950, may apply for approval of a subsequent base date 
for the purpose of correcting such hardships or inequities. The Board, in con- 
sidering the approvability of such applications, will consider whether: 

(a) There is a justifiable showing that the base date of January 15, 1950, 
established by the Board in General Wage Regulation No. 6, is, under the facts 
of the particular case, an inappropriate date; and 
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(b) The decline in the real value of wages and salaries since such base period, 
due to a rise in the acceptable index, has created demonstrable hardships or in- 
equities, the correction of which will not be unstabilizing. Mere differences in 
wage and salary levels between plants or companies do not in themselves repre- 
sent inequities. 

Nore: The record keeping and reporting requirements of this regulation have been approved by the 
Bureau of the Budget in accordance with the Federal Reports Act of 1942. 

Adopted by the Board on August 23, 1951. 

GroraE W. Taytor, Chairman. 


GWR 8 Rev., Amdt. 1 
Dec. 6, 1951 
WacE STABILIZATION BOARD 
Washington 


TITLE 32A—NATIONAL DEFENSE, APPENDIX 


CuHapTteR IV—Satary AND WaGE STABILIZATION, Economic STABILIZATION 
AGENCY 


SUBCHAPTER B—WAGE STABILIZATION BOARD 
{General Wage Regulation 8, Revised, Amdt. 1] 
GWR 8—Cost-or-Livine INCREASES 

MAINTENANCE OF RECORDS 


Pursuant to the Defense Production Act of 1950 (Pub. Law 774, 81st Cong.; 
Pub. Law 96, 82d Cong.), Executive Order 10161 (15 F. R. 6015), Executive 
Order 10233 (16 F. R. 3503), and General Order No. 3, Economie Stabilization 
Administrator (16 F. R. 739), General Wage Regulation No. 8, Revised, is hereby 
amended. 

STATEMENT OF CONSIDERATIONS 


After investigation of the matter, the Wage Stabilization Board has deter- 
mined that sections 2 (c), 3 (ce), and 4 (b) (2) of this regulation shall be amended 
to require the keeping of appropriate records in lieu of the filing of written reports 
of adjustments in compensation effected under the regulation. 


REGULATORY PROVISIONS 


1. Section 2 is amended by amending paragraph (c) and adding paragraph (d) 
as follows: 

Sec. 2. Cost-of-living provisions in effect on or before January 25,1951. * * * 

(c) Any employer who makes an increase under this section shall keep available 
for inspectior by appropriate government agencies a record of the increase includ- 
ing the following: 

(1) The amount of the increase and the unit of employees to which made 
applicable; 

(2) A copy of the written wage and salary plans or collective bargaining agree- 
ments containing the cost-of-living provisions; 

(3) An identification of the cost-of-living provision in the wage and salary 
plan, and a statement of the manner in which it was communicated; 

(4) A statement of any general increases applicable to the same wages, salaries 
and other compensation that have been put into effect after January 25, 1951. 

(d) The records required by paragraph (c) of this section shall be maintained 
while the Defense Production Act is in effect and for a period of two years there- 
after. 

2. Section 3 (c) is amended to read as follows: 

Sec. 3. Cost--f-living provisions put into effect after January 25,1951. * * * 

(c) The employer shall keep a record of any wage or salary increases made 
pursuant to this section, including the amount of the increase and the unit of 
employees to which made applicable. This record and a copy of the written 
collective bargaining agreement or written wage and salary plan containing the 
cost-of-living provisions shall be kept available by the employer for inspection 
by appropriate government agencies while the Defense Production Act is in 
effect and for a period of two years thereafter. 
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3. Section 4 (b) (2) is amended to read as follows: 

Sec. 4. Permissible increases in absence of cost-of-living provisions. * * * 

(b) x * * 

(2) The employer shall keep a record of any wage or salary increases made 
pursuant to this section, including the amount of the increase and the unit of 
employees to which made applicable. This record shall be made available for 
inspection by appropriate government agencies while the Defense Production 
Act is in effect and for a period of two vears thereafter. 

(Sec. 704, 64 Stat. 816, as amended; 50 U. S. C. App. Sup. 2154) 


Note: The record-keeping requirements of this Regulation have been approved by the Bureau of the 
Budget in accordance with the Federal Reports Act of 1942. 


Adopted by the Board on December 6, 1951. 
NATHAN P. FEINSINGER, Chairman. 


GWR 8 Rev., Amdt. 2 
: Fas. 26, 1952 
WaGbk STARILIZATION BoarRD 


Washington 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 


CHAPTER IV—SaLary AND WaGE STABILIZATION, Economic STABILIZATION 
AGENCY 


SUBCHAPTER B—WAGE STABILIZATION BOARD 
(General Wage Regulation 8, Revised, Amdt. 2] 
GWR 8—Cost-or-Livine INCREASES 

EXTENSION OF EFFECTIVE DATE 


Pursuant to the Defense Production Act of 1950 (Pub. Law 774, 8lst Cong.; 
Pub. Law 96, 82d Cong.), Executive Order 10161 (15 F. R. 6105), Executive 
Order 10233 (16 F. R. 3503), and General Order No. 3, Economic Stabilization 
Administrator (16 F. R. 739), this Amendment 2 to General Wage Regulation 
No. 8, Revised, is hereby issued. 


STATEMENT OF CONSIDERATIONS 


The purpose of this amendment is to make clear that General Wage Regulation 
8, Revised, will continue in full force and effect beyond March 1, 1952. The 
Economic Stabilization Administrator has approved this continuance of the 
policy. 

REGULATORY PROVISIONS 


1. General Wage Regulation 8, Revised, is hereby amended by deleting the 
words “through March 1, 1952” in the second sentence of the second paragraph 
of the Statement of Considerations. As amended herein the second paragraph 
of the Statement of Considerations of General Wage Regulation 8, Revised, reads 
as follows: 

The Economic Stabilization Administrator has been consulted in the formula- 
tion of this regulation. The Economic Stabilization Administrator has approved 
the resolution upon which this regulation is based. Due consideration has been 
given to the standards and procedures set forth in Title IV and Title VII of the 
Defense Production Act of 1950, as amended. 


(Sec. 704, Stat. 816, as amended; 50 U. 8. C. App. Sup. 2154) 
Unanimously adopted by the Wage Stabilization Board February 26, 1952. 
NaTHAN P. FreINsINGER, Chairman. 
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GWR 8 Rev., Amdt. 3 
; APRIL 23, 1952 
WAGE STaBILIZATION BoarRp 


Washington 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 


CuapteR IV—Satary AND WacGe STaBILizaTIon, Economic STABILIZATION 
AGENCY 


SUBCHAPTER B—WAGE STABILIZATION BOARD 
{General Wage Regulation No. 8 Revised, Amdt. 3] 
GWR S—Revisep-Cost-or-Livinc INCREASES 
PEEMISSIBLE INCREASES IN ABSENCE OF COST-OF-LIVING PROVISIONS 


Pursuant to the Defense Production Act of 1950 (64 Stat. 816) as amended 
(Pub. Law 96, 82nd Cong.), Executive Order 10161 (15 F. R. 6105), Executiv: 
Order 10233 (16 F. R. 3503), and General Order No. 3, Economic Stabilization 
Administrator (16 F. R. 739), General Wage Regulation No. 8, Revised is hereby 
amended. 

STATEMENT OF CONSIDERATIONS 


The principal purpose of this amendment is to permit increases to be made, 
without prior Board approval, under section 4 of General Wage Regulation 8, 
where an increase in excess of the amount permissible under General Wage 
Regulation 6 has been put into effect after January 25, 1951, following Board 
approval. Prior to this amendment, in such cases, prior Board approval was 
required before section 4 increases could be put into effect. 


AMENDATORY PROVISIONS 


1. Section 4 is amended by substituting for paragraph (a) the following: 

Sec. 4. Permissible increases in absence of cost-of-living provisions. * * 

(a) Increases under this section may be put into effect without prior Board 
approval, unless a petition for approval of an increase in excess of the amount 
permissible under General Wage Regulation 6 is pending before the Board. If 
no such petition is pending, but the amount permissible under General Wage 
Regulation 6 has been exceeded by an increase put into effect after January 25, 
1951, following Board approval, then: 

(1) Where a Board decision letter contains specific instructions relating to 
subsequent adjustments under this section, such adjustments may be made 
without further Board approval only in accordance with such instructions; 

(2) Where a Board decision letter contains no instructions relating to subsequent 
adjustments under this section, such adjustments may be made without further 
Board approval only in accordance with either of the following alternatives: 

(i) Increases may be based upon the rise in an acceptable index since the last 
available published index number as of the effective date of the last Board- 
approved increase; or 

(ii) The amount by which the Board-approved increases exceeded the amount 
permissible under General Wage Regulation 6 shall be subtracted from the 
increase which would otherwise be permissible under this section. 

(3) The parties may file a petition for an appropriate index base date, no 
earlier than January 15, 1951, where they do not wish to use the self-administering 
alternatives in subparagraph (2) of this paragraph. 


(Sec. 704, 64 Stat. 816, as amended; 50 U. S. C. App. Sup. 2154) 


Adopted unanimously by the Wage Stabilization Board on April 23, 1952. 
NaTHAN P. Frrnsinagr, Chairman. 
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WORK BACKLOG 


Mr. Warrren. What about the backlog? 

Mr. Fernstncer. The total backlog on hand as of the week ending 
June 6, 1952, was 13,691 cases, 4,414 in the national office and 9,377 
in our 14 regional offices. 

Mr. Wuirren. If we put this provision into the law we would save 
a whole lot of back work, would we not? 

Mr. Fernsincer. It certainly would, and those increases would 
go into effect, whatever it might do. 

Mr. Wuirren. If I followed you correctly, I would say 93 percent 
of them would, anyway. 

Mr. Fernstncer. I will tell you where the difference is. 

Mr. Wuirtren. Not only that but you might save lots of money 
because you make them retroactive and the others might not. 

Mr. Feinstncer. They make them retroactive. You are talking 
about the dispute cases or voluntary cases? We do not make them 
retroactive unless they do. We have conducted an intensified 
educational campaign. We have made our regulations very simple. 
If you take the lid off and say that anybody can pay anything he 
wants, they will not only be paying what they put in their petitions 
asking us to approve but they will be paying a lot more. 


WAGE AND HOUR DIVISION 


Mr. Wuirren. Proceeding then to the Wage Hour Division, 
Bureau of Labor, you mentioned earlier that they got up the figures 
as to the comparative wages in the area. What other work do they 


do for you, and on what Dasis do you expect to pay them the large 
increases that are requested for the coming vear? 

Mr. Crooks. The Bureau of Labor Statistics furnishes the statis- 
tics we use. 

Mr. Weiss. The Wage and Hour Division acts as a focal point for 
the information to the public. They answer inquiries for us and give 
rulings in writing to protect the employers as to whether they can 
make increases without Board approval. They also do all of our 
investigational work for possible violations, turning over the results 
of the investigation to us for subsequent action. 

The increase requested is really for a full year’s service, for the most 
part. 

Because of the time that it took to build up to the current level of 
operations, the dollar amount calls for an increase to carry it on fora 
full year. There is no substantial increase in the program over the 
current levels of those programs. 


CASES IN DISPUTE 


Mr. Wuirten. You state you have this huge total of cases, some of 
which are dispute cases and some are just regular. How do you 
separate the two? What is the distinction? 

Mr. Weiss. All these cases that we refer to are voluntary sub- 
missions. 

Mr. Wuirrren. How many of the other kind do you have? 
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Mr. Fernstncer. We have had about 22 dispute cases submitte:| 
by the parties, of which we rejected 6. Those certified by the Presi- 
dent are how many? 

Mr. Wertss. We have three or four on hand. 

Mr. Wurrten. How many of those had elements in them other than 
economic—all of them? 

Mis Fernstncer. No. Most of them had only economic issues in 
them. 

Mr. THomas. How does it break down? 

Mr. Fetnstncer. We have had only three that we have passed on 
involving the union-shop issue. That is the one that is most contro- 
versial. We have one other one that has that issue in it that we have 
not passed on. That is aluminum, and iron ore, too. That is a total 
of 5 out of 26 or 28 cases. All of the rest of them, I think with maybe 
one or two exceptions, have only economic issues. 

Mr. Wurrren. So out of the thousands of cases you have only 
twenty-some-odd that are in dispute? 

Mr. Fernstncer. That is right. 

Mr. Warrren. If that is the small percentage that the parties can- 
not get together on, and if you approve 86 percent and go halfway on 
the remaining 14, it still raises a question with me, Doctor, whether 
we should take your guess whether there is much basis to continue 
on this scale. 

I realize that is a legislative matter for the Congress and not one for 
you. It certainly points up that question. 

Mr. Fernstncer. I think, sir, if I may say so, there are thousands 
and thousands of negotiations that are settled within our regulations 
because they know if they petition they will get turned down. 

Mr. Wuirren. We could write your regulations into law and then 
forget it. If they are good, we could just adopt them into the 
statute. 

CASES HANDLED 


Mr. Tuomas. The surprising thing about his testimony, using 
your own figures, is that you have about 55,000 cases in the central 
office and the 14 field offices, is that right? 

Mr. Fernstncer. No, I do not think so. We have a total of 
13,691 cases. 

Mr. Tuomas. The cases that you have handled? 

Mr. Fernsineer. Fifty-seven thousand. 

Mr. Tuomas. In the cases between the employer and employee, 
you have to pass on them. The obvious thing is if you let them go 
as they agreed, you will punch the ceiling out of it? 

Mr. Fernstncer. No. I think if you were to go out in the field 
and sit down around the table on collective-bargaining negotiations 
you would find most of them saying, “This is all the regulations 
permit us to pay,” or “If we are going to petition to get anything 
more than a cost-of-living increase, this is about what the Board will 
approve for us under their regulations.”’ 

Mr. Wuirren. A fellow just has to decide whether he is in the 
93-percent or 7-percent bracket. 

Mr. Frrnsinaer. I do not believe it is as simple as that, sir. 
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ENFORCEMENT PERSONNEL 


Mr. Warrren. What about enforcement? How many enforcement 
employees do you have? 

Mr. Weiss. You mean, the number of people? 

Mr. Wuirren. Yes, and what efforts do you make? 

Mr. Weiss. We are making investigations of a test variety at the 
rate of about 46,000 per year. Our experience shows that about 20 
percent of them require a more careful investigation. 

Mr. Wuirren. That does not mean they are violating any order, 
does it? What you are trying to find out are those people who have 
violated your regulations? 

Mr. Weiss: Yes, generally speaking, have made increases without 
having gotten approval. 

Mr. Wuirren. Is that handled by the Department of Labor, too? 

Mr. Weiss. They do the investigations and inspections, and they 
turn it over to our legal staff in the 14 regions and the legal staff 
determines whether the violations are trifling in character and should 
be washed out or should proceed to administrative action through our 
enforcement commissions, which we have in the 14 regions. 


APPROVAL FOR WAGE AND PRICE ADJUSTMENTS 


Mr. Forp. This last question or two brought to my mind a situa 
tion. Suppose a man increases wages without conferring or getting 
approval from your agency. As is most likely the case, he goes to 
the Office of Price Stabilization for a price readjustment. Does not 
OPS have the right itself to act as an enforcement agent for you? 
They certainly would not approve a price adjustment unless the 
petitioner could show that there had been approval from WSB? 

Mr. Weiss. Most of the price regulations are not of that type, where 
they come in and show here is a wage increase we have given and 
therefore we would want a price increase. Most of the price situations 
relate to the industry earning standards, standard mark-ups and price 
generally does not go into specific plants to find out what specific 
wage increases they have given. 

(Discussion off the record.) 


EFFECT OF CHANGES IN DEFENSE PRODUCTION ACT 


Mr. Forp. Mr. Feinsinger, the Congress, rightly or wrongly, may 
make some changes in the situation of WSB. If changes are made, 
and to the best of your knowledge and ability to analyze the effect 
of those changes as to its effect on your budget I would aporeciate 
your comments. 

Mr. Fernstncer. I think the chairman put the same question to me. 
They would be infinitesimal. We have only seen the Senate bill. 
The House has no specific things, except two, exemption of employers 
of eight or less and exemption of agricultural employees. 

The first would not affect our ‘budget request at all because we 
ourselves have been planning to do the same thing. What about 
the exemption of agricultural? 

Mr. Weiss. We have an estimate of about $140,000 for our entire 
agricultural program. 
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Mr. Forp. $140,000 in relation to $15,930,000? 

Mr. Wess. That is correct. 

Mr. Forp. What I had in mind principally was the amendment 
which I understand is to be offered sometime today changing the 
composition of the Board itself. Would that have any effect upon 
your budget proposal? 

Mr. Crooks. That would reduce our cost about $14,000 in salaries, 
because you substitute five full-time positions in relation to part-time 
positions. 

Mr. Wetss. You are talking about the Senate version. I am not 
sure what version you refer to. 

Mr. FernsinGer. If one of the proposals, namely, to abolish the 
Board, went through, the question would be academic. - There would 
be no cost. 

If the Board is replaced either by an all-public agency or by another 
tripartite agency, or a variation, there could be no material change in 
the cost of the program. 

Mr. Forp. It is my understanding, and I believe it is correct, that 
one of these amendments is to limit the WSB to strictly economic 
issues. What effect would that have? 

Mr. Frernsincer. Very little. 

Mr. Weiss. As the chairman said, there are only five or six cases 
in the whole period where there were noneconomic issues involved. 

Mr. Fernsincer. The same personnel that analyzes one type of 
issue would analyze the other. You take them both up at the same 
time. There is no saving of consequence as a result of that particular 
change. 

EFFECT OF REDUCTIONS 


Mr. Forp. For the current fiscal year, the budget request for WSB 
was $16,154,000. The actual appropriation for the current fiscal year 
totaled $13,975,000. What was the net effect of that budget reduc- 
tion? 

Mr. Werss. The main effect it had was that we froze our operations 
for a period of about 3 months, until we could get straightened away. 
Our enforcement program was delayed. Our case backlog developed 
because when Congress cut the budget for the whole agency they did 
not give us the specific budget. It took that much time to work out 
the allocations by ESA to the various constituent agencies. 

For example, first there were allocated $11% million to us. That 
completely froze us. We appealed to ESA on two occasions and g 
more money each time. The net result was that we were delay 
3 or 4 months in good part of our program. We did not dare go ahe 
until we could be sure of the funds. 

Mr. Frernstncer. We have more business, in a broad sense, 0 
handle than the War Labor Board had in World War IT with a com- 
parable period, and had to do it with less money and less staff. 

Mr. Wertss. I do not know about the dollars. 

Mr. Frernsincer. The administrative costs, as you know, have 
increased about 33% percent, governmental administrative costs since 
World War II. We were hit pretty badly by the cut. 

We, of course, did what we always do, namely, whatever we can 
to cut when we are cut. As Mr. Weiss pointed out, it was necessary 
to get some more money to carry out our basie functions. For 
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example, we have not had any commissions except the construction 
commission. During World War II we had a number of commissions, 
airplanes, trucking, and so forth. We have not been able to embark 
on a program of that kind because we have not had the money. 
We have done the best we could. 

Mr. Forp. That is all. 


EFFECT OF REMOVAL OF WAGE AND PRICE CONTROL 


Mr. Tuomas. I have one further question, and then we will thank 
you. You have made a fine presentation. 

If wage and price control and salary stabilization were to be removed 
as of the next 10 days or 2 weeks, what in your opinion would happen? 
Would it add to the inflationary pressure; would it add something to 
reverse the spiral downward, or would it reach a plateau; and if so, 
how high would the plateau be before it is reached? 

Mr. Fernstncer. | can only speculate. I will give you my best 
opinion. First, a lot of people would be very happy for a while, 
those who were out under controls, and then I think you would have 
pressure from those same people to put controls back on again. I 
think there would be an immediate upsurge in wage increases. It 
would be spotty. 

It would occur in those places where we could least afford it and in 
the tight labor market. I would venture to estimate that the cost of 
living would rise in the very near future as much as 5 percent over 
the next few months. 

Mr. THomas. What do you mean by “few months’; 6 months? 

Mr. Fernsincer. No, sir. Closer to 3 months. 

Mr. Tuomas. Then thereafter what would happen? 

Mr. Fetnsincer. That is in the lap of the gods. I do not know. 
I think it would depend on what kind of a military program there was. 

Mr. Tuomas. Assuming the same preparedness program continues 
at the same rate, do you think it would be over in 3 months after it 
reached an increase of 5 percent? 

Mr. Frernstncer. No; 1 do not think so. I think it would continue 
to mount at least double the rate that it would otherwise. 

Mr. Tuomas. Do you think it would finally reach a plateau and 
level off? 

Mr. FretnsinGer. No. 

Mr. Tuomas. Would it continue going up and up? 

Mr. FrernsinGcer. Yes, sir. 

Mr. Tuoomas. Whereabouts would it stop, if it did stop? 

Mr. Frernsincer. It could not stop until we started to reduce our 
armaments program and until the competition for labor stopped. 
That is, of course, the key to the labor problem. 


OVER-ALL MOBILIZATION FOR LABOR 


Mr. Tuomas. You are about in the peak of your present program of 
armament production; in other words, you are only on a 20-percent 
mobilization. How much greater will the demand be under that 
pattern of 20 percent over- -all mobilization for labor? 

Mr. Fernsincer. Your tight labor markets, of course, are in that 
portion of the economy whic his filling defense orders. In many areas 
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they are really just getting into stride. In many areas plants are i), 
blueprint stage. We get new plant applications every day. They 
will say they have started a new plant with defense orders and wii! 
ask for substantial increases in wage rates. 

I would suppose that if the defense plants asked for higher increases, 
or put higher increases into effect, if there were no controls, tha; 
would have an effect on your labor market generally. 


STEP-UP IN PRODUCTION 


Mr. Tuomas. You put your finger on one very pertinent factor, 
and it is a controlling factor: How much more employment than we 
have today will result by this national defense program that we are 
undertaking now? 

Mr. Frernsincer. That is right, sir. You have to go to Joe Stalin 
to really get the final answer on this thing, as to what are his plans. 
One day you read that things are kind of leveling off a bit. 

Mr. Tuomas. This whole thing is set up on a 20-percent take by 
Mr. Wilson, the Joint Chiefs of Staff and the President as far as 
mobilization is concerned. This pattern has not been changed. You 
will have a step-up in tank production, we hope. It has been pretty 
slow. You will have a step-up in guided missiles. 

Mr. Frernsincer. And jets. 

Mr. THomas. We hope that will be so in the near future. There 
will be a step-up in certain types of production. There will be a step- 
up in those three big fields. Will that seriously effect the over-all! 
picture? 

Mr. Frernstncer.’ I think it will. 

Mr. Tuomas. How much, and to what extent? 

Mr. Fernstncer. I do not know. 

Mr. Tuomas. There is the crux to the whole problem. If you have 
the answer to those things, the other problems follow very simply, do 
they not? 

Mr. Frxstncer. You would come closer to the answer than you 
can now. 

Mr. Tuomas. Certainly the total employment in those three 
industries which are lagging now are not going to increase more than 
four or five hundred thousand men, is it? 

Mr. Fernstncer. There are all kinds of related industries. For 
example, if there is an automobile industry step-up in tank production, 
then that means a step-up in automotive parts, in production in 
Toledo and South Bend. That, in turn, leads to a step-up in demand 
for supplies they use. 

The thing kind of ripples out. It is hard to say that it will stop at 
the periphery on the industries you mentioned. 

Mr. Tuomas. It goes back to the allocation of materials. Assum- 
ing you had allocation of materials, your employment problem cannot 
get very much out of hand, assuming that vou are going to have to 
step up production in those three major fields. 

If you keep allocation of materials, you hold automobiles down, and 
you hold ice boxes and some other things down. So will not one bal- 
ance off against the other? The worst that could come is that you 
will have an increase of from three to five hundred thousand more 
people in those three basic industries. 
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Mr. Frinsincer. I do not know, sir. 

Mr. Tuomas. Is it that simple? 

Mr. Frernstncer. | cannot pose as an expert in that field. 

To reply to the chairman’s comment, most organizations have 
lawyers who follow our regulations closely. Most labor unions have 
lawyers and accountants, and they are pretty expert on their regula- 
tions. They do not sit down and petition us for the moon. They 
sit down and petition us for what they think is approvable under our 
regulations. If you take the wraps off and say, “Let us get rid of the 
Board,’ you have another situation. 

Understand, we have no vested interest in our jurisdiction. I am 
trying to answer vour questions as frankly as I can. Then immedi- 
ately the unions will put pressure on the employers for larger and 
larger increases, because you do not have that leveling-off effect which 
you get otherwise. 

Suppose I am advising my client, a corporation. We are sitting at 
the bargaining conference. The union brings in its lawvers and econo- 
mists and we sit down with these regulations and go over them, and 
I say: “I think we cannot get any more than a nickel approved.”’ 

The union says: “We can get 25 cents approved.”’ 

You argue it out and finally you say to him: “Use your head. Here 
is What the Board approved in precedent cases. Ours is exactly the 
same. Why should we file it and get a turn-down? We will file it 
for what we think should be approved.” 


TIMING OF CONTROLS 


Mr. Wuirren. I do not mean to belabor this issue, and certainly I 
am not an expert in this field. As a layman and knowing the actions 
which humans take, there is a time when you need controls, and there 
comes a time when controls end up as a target to be shot at. The 
question is time. Certainly up to a point you may be holding down; 
after a point you may be holding up. 

Mr. Fernsincer. That is right. 

Mr. Wuirren. It is a matter of judgment. 

From what I have seen and observed, I am seriously wondering if 
we have not reached that point nationally, where Mr. Thomas has 
pointed out we have a 20-percent involvement in the preparedness 
program as compared with all-out effort, whether we are not holding 
back production which if we turn loose after a short time will level off. 

The potato shortage is a simple item, so to speak, which is com- 
pletely disconnected, but which is representative of so many things. 

Mr. Frernstncer. You have put your finger on it. It is a matter or 
timing. That depends on the wisdom and judgment of Congress. 
I am glad I do not have to make that decision. If you make the 
wrong one, it is awfully risky. You people in your wisdom do as you 
see fit; and we will abide by it. Thank you. 

Mr. Wuirrex. Thank you. 
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SALARY STABILIZATION BOARD 


WITNESSES 


DONALD PENDLETON, VICE CHAIRMAN 

JOSEPH D. COOPER, EXECUTIVE DIRECTOR 

ROY E. TOUCHET, DIRECTOR, ADMINISTRATIVE MANAGEMENT 
HENRY A. CROOKS, DIRECTOR, BUDGET AND FINANCE 


Obligations by objects 


Object classification 1951 actual | 1952 estimate | 1953 estimate 








ALLOTMENT TO SALARY STABILIZATION BOARD 





Total number of permanent positions : . ’ 6 357 504 
Full-time equivalent of all other positions. _- 1 4 3 
Average number of all employees. _- E 2 157 435 
Average salaries and grades: General schedule grades 
Average salary ie , ees $5, 585 | $5, 735 $5, 761 
Average grade____- : GS-8.2 GS-8.5 | GS-89 
01 Personal services: 
Permanent positions : ; ‘ $2, 198 $845, 215 $2, 373, 902 
Part-time and temporary positions ____.__- & 3, 186 57, 380 46, S48 
Regular pay in excess of 52-week base . Secs sien 6, 000 | 9, 100 
Payment above basic rates___. . 23 17, 500 f 
Payments to other agencies for reimbursable details ___ 1, 455 20, 000 
Total personal services ‘ : Pe 6, 862 046, 095 | 2, 429, 850 
02 Travel 1,376 | 76, 015 207, 000 
03 Transportation of things__. J wineldahs copie 7, 000 15, 000 
04 Communication services 1, 600 30, 000 105, 900 
06 Printing and reproduction. ___- eo ae 511 80, 650 100, 000 
07 Other contractual services. , ' ea Suihaeekaknal 9, 140 16, 000 
Services performed by other agencies ; Hw oats ei 206, 500 395, 250 
08 Supplies and materials : 484 31, 200 | 30, 000 
09 Equipment ba SE eee 35, 383 99, 000 5, 000 
15 Taxes and assessments__- nts Sc AcAbGucnstebpeaae 182 5, 775 11, 000 
Total obligations __. : . Pts Eat sadn Cate 46, 398 1, 491, 375 3, 315, 000 





Mr. Wuitten. Mr. Pendleton, we are glad to have you and your 
associates here in connection with the estimate for the Salary Stabili- 
zation Board. We will be glad to have your general statement. 


GENERAL STATEMENT 


Mr. Prenp.eton. | would like to make it on behalf of the Board 
because our Chairman was not expecting the hearing at this particular 
time, and he had made an appointment in California and could not 
change it. 

(The statement referred to is as follows:) 


The Salary Stabilization Board has the responsibility for the stabilization of 
salaries and other compensation of executives, administrative, professional, and 
scientific employees, and outside salesmen as defined in regulations issued pursuant 
to the Fair Labor Standards Act. Approximately 4.7 million employees are 
included within this jurisdiction. This represents 11 percent of all employees 
in industry. The earnings of these employees aggregate approximately $30 
billion or about one-fifth of the salaries and wages of all emplovees in private 
industry. In addition, there are about 600,000 employees of nonprofit organi- 
zations and State and local governments who are subject to salary stabilization 
but who are authorized to operate on an entirely self-administered basis. Em- 
ployees of the Federal Government whose pay is governed by specifie legislation 
are excluded from salary stabilization. 

The major economic responsibility of the Salary Stabilization Board is to 
assure that the salaries of the persons who constitute the management group are 
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stabilized to the same extent as are wages. One cannot expect the man in the 
shop to accept wage limitations if the men in the office are not under similar 
limitation. owever, for this group, under the responsibility of the Salary 
Stabilization Board, many of the ordinary rules of pay stabilization do not work. 
This is because of the high degree of individuality which characterizes their com- 
pensation. Greater use is made of special forms of compensation than in the 
case Of wage earners. Examples are deferred compensation, stock option and 
stock purchase plans,. pensions, annuities, special bonus plans, commission 
compensation, ete. 

The Board has established regulations which are designed to permit the con- 
tinuance of management compensation practices under formulas which limit pay- 
ments in over-all amounts for groups of employees so that employers would have 
latitude in the making of individual increases in reward for merit. The Board 
has, in fact, endeavored to establish regulations which accomplish the ends so 
stabilization but do not interfere with incentives. In order to achieve these 
objectives the Board has consulted extensively with outstanding representatives 
of private industry in order to obtain their views and io assure that the regulations 
are realistic and fair. 

The Board has also endeavored to make its regulations as self-administering as 
possible so that employers would not have to petition the Government each time 
a salary increase is to be made, This has not been possible in all cases because 
of the great complexity of compensation practice and the absence of. agreed 
standards. In those areas of compensation where there are no industry stand- 
ards, the Board has been reluctant to establish industry standards by Govern- 
ment regulation feeling that this would be inconsistent with the normal evolution 
of private industry practices. This has meant that in a great many cases, for 
which self-administering regulations have not been possible, we have had to act 
upon individual applications from employers. 

During the fiscal vear 1952, we have been concerned with the development of a 
basic body of regulations and orders During 1953, additional regulations will be 
issued and necessary modifications in present regulations will be made in the light 
of experience and changing economic conditions. Revisions and additions 
for simplification and clarification will be made. “Our objective is to be sufficiently 
specific in relation to each type of compensation practice in industry as to permit 
adjustments in compensation within stabilization limits as far as possible on a 
self-administered basis. 

During the fiscal vear 1952 in addition to developing basic regulations covering 
the various types of compensation arrangements within our jurisdiction, we have 
dealt with the problems of establishing a new agency and simultaneously with a 
case load of 30,000 applications. Delay in the handling of cases has resulted, 
especially in the first half of the fiscal year. 

Following is a summary tabulation of our case-load situation. 


j 1 


Cases re- | Cases dis- 





| ceived (cu- | posed of (cu- | — -* 
mulative) mulative) = 
| 
Received from Wage Board: | 
July 5, 1951. __- : 2, 500 : j 2, 500 
Sept. 28, 1951- . . - 6,774 | 1, 304 5, 470 
eS ee ‘ | 17, 579 | 6, 447 11, 132 
Mar. 28, 1952___. 24, 684 18, 146 6, 538 
May 23, 1952___. Med x emi 29, 408 j 22, 629 6, 779 





In the early months of the fiscal year serious difficulty was encountered in dis- 
posing of applications promptly due to (1) lack of staff, (2) lack of fully developed 
policy for handling applications. By midyear real progress was made. he 
backlog was reduced substantially, but only as a result of the operation of the 
staff under great pressure, pressure which could not be sustained over a protracted 
period of time with regard either to quality of work or effect on the health of the 
staff. 

Our program of investigation and enforcement has gotten under way with a 
oinatithensies survey of what has been happening in the employment of engi- 
neers critical in our defense effort. I do not think I need to stress the need for 
an adequate and effectively publicized enforcement program. This is a matter 
both of effective stabilization and of fairness to the great majority of employers 
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who are conforming to the law and of their protection in a competitive situat io 
against the few who may not be conforming. 

The estimate for 1953 is submitted on the basis of 12 months’ operation. \t 
the time of development of this estimate the exact length of time for which the 
Defense Production Act would be extended was not known. 

On this basis the appropriation request is for $3,315,000 an increase of $1,823,625 
over the $1,491,375 estimated obligations for 1952. 

Estimated obligations for 1952, however, include a very large deduction for 
lapses due to the delayed recruitment of a considerable portion of the staff. 
With personal services placed on an annual basis the level of 1952 obligations is 
about $2,400,000 and the increase requested over this amount for 1953 is 
approximately $900,000. 

Ve will be glad to discuss the particular items and the detail of the budget 
submission to the extent that you may desire, 


PERSONNEL 


Mr. Wuirren. How many pecple do you have in your shop at the 
present time? How many in. Washington, and how many in the 
field? | : 

Mr. Penpieron. We have either here or committed to come in 
by the end of this year a total of 357 people. 

There are 231 in Washington and 126 in the field. 

Mr. Wuirren. How many do you contemplate for next year? 

Mr. Penpieron. Five hundred and four people. 


WORKLOAD 


Mr. Wuirren. How many applications have you handled during 
the last vear? How many have been filed, and what percentage of 
them have vou handled? 

Mr. Prenp.ietron. We have had about 30,000 petitions filed and 
have handled about 24,000 of them. 

Mr. Wuirren. What percentage have you approved and what 
percentage have you denied or approved in part? 

Mr. Penpieton. The approvals have run approximately 45 percent. 

The denials have been approximately 25 percent, and those partially 
approved, partially denied, 20 percent. The remaining 10 percent 
have been referred back to the applicant as self-administering. 


COMPARISON WITH APPLICATIONS APPROVED BY WSB 


Mr. Wuirren. I notice that you state you are set up to do the 
same thing in the salary field that the Wage Stabilization Board is 
set up to do in the wage field. Their figures were that they had 
approved 86 percent of applications in toto and the remaining 16 
percent had been approved in part, with some few denied. 

Do you periodically compare your actions with the actions of the 
WSB to see whether you are going in the same direction, or are you 
holding salaries down by denying a larger percentage as compared 
with the approvals in the wage field? 

Mr. Penpteron. It was not 40 percent; it was about 25 percent 
denied and 20 percent partially approved and partially denied. In 
the wage field you have large groups of people working under union 
contracts, coming into them with well worked out plans. 

Mr. Wauirten. Is it because they come in with well worked out 
plans or because you think you cannot get by with holding them 





ation 


\t 
h the 
3,625 


n for 
staff, 
ms is 


3 is 


idget 


the 
the 


Pin 


‘ing 
» of 


und 
hat 


nt. 
lly 


ent 


the 
| is 
ad 
16 


she 
ou 
‘ed 


nt 
In 


on 


ut 





421 


down if they are well organized, and you think you can with a few 
salaried people? ° 

Mr. PenpLteron. We have a large number of cases that come 
to us where people have asked for a fantastic increase because of 
increases in profits, where you would not have that same thing come 
to the wage board. The denials we have issued have been sub- 
stantially in that field. 

Mr. Wuirren. They may have all been 100 percent correct. I do 
not know one way or the other. 

Mr. Penpuieton. I can say that our Review and Appeals Committee 
has not been kept too busy, which indicates that the denials—when 
I say “denials,” if a man comes in and is making $20,000 and wants 
$50,000 a year we deny it, but say, ‘‘ You may have this, this and this, 
which is in the regulation.” That is a denial, but actually we give 
him what he is entitled to. 

Mr. Wuirren. When you have issued your basic regulations, what 
occasion is there for you to have a large work load? 

Mr. Penpteron. Many cases come up because they are out of the 
regulation. Everybody feels his case is different from everybody 
else’s case in the United States. He feels he has a special case. 
Sometimes he has. Sometimes it is not covered by the regulation. 
Then we have to dig up the question of area practice, the practice of 
the plants, and things of that sort to give him an answer. 


ESTIMATED WORKLOAD FOR 1953 


Mr. Wurrren. What is your expected workload for 1953? 

Mr. Cooper. I think about 850 cases a week. 

Mr. Wuirren. That is based upon the continuation of the law 
ap peotenavely as it is? 

Mr. PenpLeton. Yes, sir. 


EFFECT OF PROPOSED AMENDMENTS TO DEFENSE PRODUCTION ACT 


Mr. Wuirren. Have you studied the bills that are now before 
Congress as to the changes in one House or the other? 

Mr. PenpLETON. Yes; we have. 

Mr. Wuirtren. Will it affect you in any way? 

Mr. Penpueton. It will affect us. The matter of the emplovers 
with eight and under does not involve very many petitions. The 
question of engineers is going to raise—if there should be an engineer- 
ing exemption—a fantastic number of problems and questions as to 
intraplant inequities, the elbow group, the quasi engineer, and so forth. 
If you get that kind of exemption, what we consider probably the 
most critical group from the controls group, if they should exempt 
that, it will increase our workload a good deal. 


SUCCESS IN STABILIZING SALARIES 


Mr. Wuirren. Are some of your problems caused by efforts of 
individuals? Is this tax situation involved to get into different tax 
groups in many cases? 

Mr. PenpLeton. A small man who is making a great deal more 
money will want to pay himself three times the bonus he had before 
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because he has three times the profit before taxes. He may be dis- 
allowed Dy revenue some day, but he is ahead of the game. 

Mr. Cooper. He avoids the corporate tax. 

Mr. Wuirren. I can see under some circumstances that might be 
the effect. 

Mr. Cooper. There is a great deal of pressure on that sort of 
application. 

Mr. Wuirren. What real success have you had in holding down 
salaries? Are salaries paid, any sizable factor in the national 
economy? 

Mr. PeNpLEToN. Yes, sir. I gave you some figures in my general 
statement which I may recall to you. The $30 billion which is under 
our control, and that starts with the foreman and ends with the 
presidents, constitutes about 20 percent of the total national private 
industry payroll. 

; SALARIES IN THE SPORTS FIELD 


Mr. Wuirren. I noticed in the paper some months ago that one 
of the leading baseball players said that his life-salary days were 
limited to 5 or 10 years, and SSB came out with some regulation so 
that his salary could not be increased over 25 percent. It just makes 
you wonder whether that will stabilize the national economy if you 
hold one baseball player down to a 25-percent increase. 

Mr. Penpueron. | think what actually happened, in the baseball 
industry, we realize that stabilization was unrealistic. Our regulation 
savs that you may take your club budget, vou may increase it within 
certain limits, but within that limit, you operate, unless you find that 
for some specific reason you have to have an exception, then we con- 
sider that exception on its merits. Then you can raise one player 
who is a star and drop one who is not. We do not control the indi- 
vidual salary of anybody in the sports field because it is not practicable. 
They are here today and gone tomorrow. 

We felt our over-all control of the club was a fairer way of doing it 
and if we had tried to decontrol it completely IT assure you that the 
letters we would receive from irate people on controls, and these cases 
not having any controls, would have increased. 

Mr. Wuirren. That element enters into it, I know. 

Mr. Coorrer. Before we came out with that regulation we met with 
representatives of the professional sports industry, particularly base- 
ball, and they counseled with us and they were satisfied with it and 
told us so, and we have had no complaints from the professional club 
owners. Since we came out with the regulation they have been able to 
operate with as much latitude as they need and yet there is a regula- 
tion which tells the public that they, too, are under control. 

Mr. Penp.eton. There have been only four petitions for slight 
changes and they have been granted because they were justified. 

The chairman of that panel on baseball is Mr. John Kieran. We 
have all prominent men on these panels. 


EFFECT OF CONTROLS ON INFLATION 


Mr. Wurrren. We heard the Wage Stabilization Board and we will 
later have the Office of Price Stabilization. 

The real question is whether in our efforts to control we might be 
setting a target for everybody to shoot at to increase their prices. 
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In other words, the question arises as to whether each does not use 
the other as a stepping stone. Wages and salaries have gone up and 
people say prices have gone up, the cost of living has, and then we 
yramid the situation in what we call our efforts to hold it down. 
hat is your feeling about that? Have we reached a point where that 
could be true? 

Mr. Penpieton. Where we could coordinate our activities in get- 
ting out our regulations, I do not think that situation is true. As a 
matter of fact, practically all of our regulations contain a specific 
clause that ‘Any adjustment made hereunder shall not be the basis 
for application for any price increase, nor to resist any otherwise 
appropriate price decrease.”’ 


FUNCTIONS OF WAGE AND HOUR DIVISION 


Mr. Wuirten. What does the Wage and Hour Division do for you? 
. Mr. Penpteton. The Wage and Hour Division distributes our 
literature and answers the questions on the regulations themselves 
and not the interpretation of the regulations, that is, what the regu- 
Jations contain and similar questions. They do not issue rulings. 


EFFECT OF 1952 BUDGET REDUCTIONS 


Mr. Forp. Mr. Pendleton, for the current fiscal year the budget 
request was $3,126,000. Congress actually appropriated $1,491,375. 

What was the net effect of that reduction? I am looking at the 
rather remarkable record of handling the cases which came before 
the Board in the current fiscal year. 

Mr. Prenp.Leton. We stumbled along in our recruitment program 
more so that we would have had we had more money available to us. 

We feel we have some very top people and that is why our produc- 
tion has been so extraordinarily high, considering the number of people 
with which we are operating. We are proud of the economical operation 
which we have had. 

I figured out today that our next year’s appropriation, assuming 
we have the money asked for, it is going to cost 4 cents for every thou- 
sand dollars of taxation, assuming about $80 billion in taxes next year 
We think that is a pretty economical operation. 

Mr. Cooper. If | may I would like to supplement Mr. Pendle- 
ton’s statement in terms of some of the effects of last year’s reduced 
budget. We have really had to work our staff literally to the bone. 
I think Mr. Pendleton here had 2 days off in the past year to attend a 
funeral. I have had no days off at all. We have had very little 
opportunity for employees to take any leave, during the period when 
we push them to get out these cases. 

We had a 7-day shift for our case-handling operation and it just 
had to be pushed at a terrific rate. We had to cut down on that rate 
of handling because it resulted in an increase in the reconsideration 
rate and there comes a point beyond which the quality of public 
service begins to deteriorate and we began to worry about that. It 
is on the whole a pretty tired staff. 

Additional consequences of the cut were that we were unable to 
get underway with an investigation and enforcement program and we 
have had a great deal of criticism because of that. It is hard to 
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explain to the public why you come out with enforcement decisions 
over labor compensation but no enforcement decisions over manage- 
ment compensation and only in the past few weeks have we really 
been able to make any progress on that, in getting under way with the 
enforcement program. 

Those are some of the consequences that we had. 


ENFORCEMENT FUNCTIONS 


Mr. Forp. What is the percentage of your proposed budget devoted 
to enforcement? While you are getting that, do you not have an 
enforcement force in the Bureau of Internal Revenue? 

Mr. Cooper. It takes effect on the returns several years from now 
and undergoes a compromise approach that you argue out with the 
Bureau of Internal Revenue. 

In the present very fluid employment market, it does not take any 
effect currently, when the money is taken into the economy, when it 
has an inflationary impact. It may be caught by the Bureau of 
Internal Revenue and may not be caught by them. 

Mr. Forp. I would think the Bureau of Internal Revenue when 
they audit these accounts subsequently and they see that an increase 
has been granted to an employee of a company, they would first of all 
find out, whether this was approved by salary stabilization. 

Mr. Penpuieton. They will disallow it when we certify such dis- 
allowances. 

Upon individual cases of investigation, we have found cases of 
violation where we have had to certify disallowance. 

But the Department of Internal Revenue will not take it upon 
themselves to do it for us. In other words, they will not make their 
investigators familiar with our regulations and go in and do the very 
complicated things you have to do in terms of the really fantastic 
number we have found of various compensation plans that you have 
to sift through to find out whether you have compliance or not. You 
have to have particularly skilled and trained investigators in that 
field. The average revenue agent finds it is a strange world to him 
and he would not be able to do it. 


WORKLOAD FOR 1953 


Mr. Forp. What is the basis for your estimate of 45,000 cases for the 
coming fiscal year? 

Mr. PENDLETON. On our present experience. We at the present 
time are handling something like 700 cases a week, both in field 
offices and in Washington, but we know there are periods when that 
will rise tremendously. Last year we were swamped at the year end 
with something like 3,000 cases in less than 12 days. We could not 
docket them for a couple of weeks. Our staff just was not up to it. 
We know that those peaks do come and we have worked out an 
average figure for the year taking account of the peaks. 

Mr. Cooper. Do you want those figures, sir? 

Mr. Forp. Yes. 

Mr. Cooper. It is approximately 20 percent of our total budget. 

Mr. Forp. How does this workload for the coming fiscal year com- 
pare with a comparable period in World War IT? 
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Mr. Penp.ieron. In World War II they actually got to a peak of 
50,000 applications per month. It was handled at that time by 
Treasury. They did not attempt to develop this thing on a parallel 
self-administering basis the way we have, and every increase came in 
for consideration if it was over $5,000, except in certain cases. As a 
result it became a sort of bargaining thing, and that is of course why 
labor was so unhappy about it. 

What would happen was that the company would get a good 
attorney and they would want to raise the man from $25,000 to 
$35,000, so they put in a very good case for $50,000 and then the 
thing was compromised out in a conference with the Bureau and they 
probably settled for $35,000 or $40,000, and both sides had a victory. 
That is what we have been trying to avoid by our type of action 
this time. 

Mr. Waurrren. Thank you, Mr. Pendleton. 

Mr. Penpteton. Thank you very much, gentlemen. 


OFFICE OF RENT STABILIZATION 


WITNESSES 
TIGHE E. WOODS, DIRECTOR 
ED DUPREE, GENERAL COUNSEL 
JOHN J. MADIGAN, DEPUTY DIRECTOR (ADMINISTRATION) 


G. WILLIAM COMFORT, DIRECTOR, BUDGET AND FINANCE 
BRANCH 


JACOB MUCHIN, ACTING DEPUTY DIRECTOR (PROGRAM) 
OSCAR LURIE, SPECIAL ASSISTANT 


Obligations by objects 









































Object classification 1951 actual | 1952 estimate | 1953 estimate 

| 

ALLOTMENT TO OFFICE OF RENT STABILIZATION } 
Total number of permanent positions._...................--- 2, 634 3,073 | 3,073 
Full-time equivalent of all other positions.................-.-- 7 16 19 
Average number of all employees. -.-..._.............--.---.---- 2, 520 2,700 | 2,935 

Average salaries and grades: | 

General schedule grades: | 
NN eee an ee rene dhsdinn bake liad 4 $4, 125 $4, 532 $4, 532 
IO in ca eh isabivatabi Gb Reais hel gine. alba innim GS-6.3 GS-6.5 GS8-6.5 

01 Personal services: 
Permanent positions -----.- RA oS abi hatha ceucdobiain Liege $10, 658,759 | $12,134, 800 $13, 174, 250 
Part-time and temporary positions__.................- 20, 47, 200 56, 050 
Regular pay in excess of 52-week base. ......-.....---- 215, 500 | 51,000 51, 700 
Payment above basic rates..........-....-.--.-------- 80, 000 105, 000 | 110, 000 
Payments to other agencies for reimbursable details... 5, 106 2,000 | 3, 000 
Total personal services............--.--------------- 10, 979, 865 12, 340, 000 13, 395, 000 
er a i 498, 909 | 750, 000 700, 000 
03 Transportation of things...................-2.------------ 62, 035 | 135, 000 102, 000 
O8: CORMIER Ia MORTON is 5 iia i 55 se cic caw ti agcad 272, 154 297, 000 315, 000 
OG . eens Oat BSTC Ser views... 8... on oe nnn pnp nenne | 547, 631 | 1 Paine ase eale 
0 Printing and reproduction ..-.................-...-..-.-.- | 105, 387 | 240, 000 180, 000 
0? Other contractual serviecs..................2.....4......- 76, 449 | 55, 000 60, 000 
Services performed by other agencies...............-.- 14, 894 21, 000 15, 000 
08 Supplies and materials.................-..-.....-.-..--.-- 94, 884 | 175, 000 155, 000 
ee te Nn elaine a Kuki eacebaghibtadpelnacee 70, 641 | 147, 500 40, 000 
15 Taxes and assessments___.-.__---..-.--..-------2-0-s0--- 12, 000 | 35, 000 | 38, 000 
cn ERO ERE SESE A Sara ELe 12, 734,849 | 14,202,000 —_ 15, 000, 000 





Mr. Tuomas. If you have a statement for us we will be delighted 
to hear you at this time, Mr. Woods. 
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GENERAL STATEMENT 


Mr. Woops. The Office of Rent Stabilization began operations on 
August 1, 1951, under provisions of the Defense Production Act of 
1951. The three principal objectives of the agency during the past 
vear have been to stabilize the general level of rents in critical defense 
housing areas; to maintain effective rent stabilization in areas that 
have been continuously under control; to give local rent advisory 
boards wide discretion in the settling of individual cases at the local 
level. 

1. Since August 1, 1951, 114 areas have been designated as critical 
under the Defense Production Act of 1951, and rent stabilization has 
been established in those areas affecting 521,625 additional rental 
units. The first problem.confronting the agency in these critical 
areas was to reduce what we choose to call the “sore-thumb”’ rents. 
As of May 25, 1952—11,604 sore-thumb rents have been reduced, and 
the number of such rents which have been adjusted to equitable levels 
has increased significantly in each of the past 4 months. Moreover, 
an even larger number of these cases are currently being considered 
by the area offices and the rent advisory boards for action in the 
immediate future. The average decrease per unit was $14.13 per 
month, or an average of 23.4 percent of the monthly rent. At the same 
time, landlords in critical areas have been granted adjustments to 
compensate them for the increased costs of doing business in those 
areas. <A large number of the critical area designations have been in 
small communities. We found, however, that we could not maintain 
effective rent control unless we employed full-time personnel to service 
these areas. Thus, the per unit cost of administering the program is 
higher in these new critical areas. 

2. Equitable rent stabilization has been maintained in our heavy 
industrial areas where the bulk of our defense work is being carried 
out but which have not qualified for critical area designation because 
of a technicality in the criteria for the definition of a critical area. 
In these areas it was our duty to see that landlords received the 20- 
percent cost increase provided for by Congress in the Defense Produc- 
tion Act of 1951. It was also necessary that tenants be protected 
from illegal evictions, unwarranted rent increases, and capricious 
decreases in services. This necessitated processing 1,580,148 landlord 
applications for adjustments, 69,264 eviction cases, and 121,740 com- 
pliance cases between August 1, 1951, and May 25, 1952. 

3. Local rent advisory boards have been urged to share in the 
responsibility for the local administration of rent stabilization, par- 
ticularly in the matter of individual appeals. In every critical area 
and in a majority of the other areas under rent stabilization every order 
issued by the local rent office carries the statement that a landlord 
and tenant may appeal to the local rent advisory board if they are 
not satisfied with the order issued by the area rent director. <A decision 
of the local rent advisory board, unless completely contrary to the 
law and regulations, is binding on the local rent office. We now bave 
2,626 rent advisory board members serving on boards in 47 States 
as well as in Alaska and Puerto Rico. Up to May 25, 1952, local 
rent advisory boards have considered 58,493 individual cases. As 
you know, these board members serve in a voluntary capacity, the 
only payment to them being reimbursement for official travel expenses. 
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From August 1, 1951, to May 31, 1952, communities with an 
estimated 1940 population of 2,103,153 and 259,501 rental units were 
decontrolled through the various decontrol provisions of the present 
act. At the same time, rent stabilization was established in com- 
munities with a 1950 population of 4,233,708 containing 494,625 
rental units. As of the 31st of May 1952 a total of 289 defense rental 
areas were under control. This compares with a total of 242 areas 
under rent control as of June 30,1951. The largest community to be 
decontrolled under the present law was Oakland, Calif., on September 
27,1951. This city has a population of 384,575 and contains 58,661 
rental units. It is not expected that next year will see the decontrol 
of any appreciable number of large communities—where the removal 
of control might effect a substantial budgetary saving. 

It is my opinion that during the coming fiscal vear the number of 
areas put under rent stabilization will far outweigh the number of 
areas decontrolled, both in terms of population and number of rental 
units. While the rate of certification of critical areas has not been as 
rapid as I anticipated when | appeared before this committee last 
August, I feel that the communities certified as critical during the 
coming fiscal vear will be larger in population as certain industrial 
cities are beginning to meet the qualifications for designation as 
critical areas. 

PERSONNEL 


Mr. Tuomas. This is an estimate for $15 million and it is based on 
the expectation that rent control will continue through the entire fiscal 
year of 1953. Is that correct? 

Mr. Woops. Yes, sir. 

Mr. Tuomas. It shows an increase of about $753,000 over 1952, 
which in round figures was $14,247,000. Is that correct? 

Mr. Woops. Yes, sir. 

Mr. Tuomas. I believe you testified that 114 critical areas have 
been set up, to date; is that correct? 

Mr. Woops. That is correct; yes. 

Mr. Tuomas. During the fiscal year 1953, you make allowance here 
in your personnel cost and your “Other objects of expense,” for 75 
additional; is that correct? 

Mr. Woops. That is correct; yes, sir. 

Mr. Tuomas. With about three employees per office making a total 
of 225 additional employees; is that right? 

Mr. Woops. That is right; yes, sir, 

Mr. Tuomas. For the fiscal year, 1952, how many employees did 
you have? 

Mr. Comrorr. There was an average of 2,700. 

Mr. Tuomas. How many jobs were set up in your appropriations 
for 1952? 

Mr. Comrorr. 3,073. 

Mr. Tuomas. I believe you now have on the payroll about 2,800; 
is that correct? 

Mr. Comrort. 2,854 as of June 7. 

Mr. Tuomas. And you have an additional 225 set up for some 75 
additional critical areas? 

Mr. Comrorr. Actually the money included in this estimate for 
personal services will pay for an average of only 16 more employees 


J 


than we will have on June 30, 1952. 
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Mr. Tuomas. The funds for the 1953 budget includes about 450 
more employees than you have on your payroll as of June 7. Is that 
substantially correct? 

Mr. Comrorr. No, sir. 

Mr. Tuomas. You were provided funds for 3,073 employees. 

Mr. Comrort. 3,073 positions as distinguished from actual employ- 
ment. The lapses come off there. 

Mr. Tomas. We deal in specific jobs and not in man-years. 

Mr. Comrort. The amount of money is based on the actual em- 
ployment or the estimated employment. 

Mr. Tuomas. You had 3,073 positions. How do you break that 
down into man-years? Obviously that is what you are doing. 

Mr. Comrort. On the detailed personal services we estimate 3,073 
positions would cost $13,886,391. If we take off 157 lapses, the amount 
of money in the estimate for personal services—$13,174,000. That 
will take care of 2,916 employees on an annual basis. 


NEW CRITICAL AREAS 


Mr. THomas. What is the basis for your estimate on the establish- 
ment of 75 critical areas during 1953? 

Mr. Woops. We are basing it on the fact that several of the larger 
industrial cities will possibly be declared critical. This last year the 

riority was on the military installations. Such cities possibly as 
Lilwaukee or Omaha—lI do not say those will come in definitely but 
it is quite possible. 

Mr. Tuomas. How is an area certified as critical? 

Mr. Woop. It is done in the Office of Defense Mobilization by the 
Critical Areas Committee. 

An area to get that designation must meet four standards. 

Mr. THomas. Who composes the committee? 

Mr. Woops. Members of the Defense Department of the Office of 
Defense Mobilization, Housing and Home Finance, Labor Depart- 
ment, Federal Security Administration, and ESA. 

This committee considers these four standards which first are that 
the area must have defense production or military production. 

Mr. Tuomas. Does the Housing and Home Finance Agency do the 
investigation and the work for the committee? 

Mr. Woops. No, for one phase of it. 

Labor Department determines labor and migration. Housing 
and Home Finance Agency determines the housing shortage. Federal 
Security Administration, if there are requests for additional commun- 
ity facilities such as schools and sewage, ESA determines the possibil- 
ity or the threat of rent increases or the like. 

Mr. Tuomas. It all goes back to the housing shortage. 

Mr. Woops. Those are the four standards that have to be met. 

Mr. Tuomas. You have testified that additional critical areas 
will be set up. What is the basis of that assumption? 

Mr. Woops. On many of the areas that the Defense Department 
passed over this last year—for example certain areas where they 
told us: ‘We do not know whether we are going to go in yet; our 
figures as to whether we are going to expand an air field or supply 
depot, we are not ready at this time to let you know. 
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“Tt is quite possible that we will, but we cannot tell you anything 
definite.” 

Now by asking around, particularly among the Army, Navy and 
Air Force, we get the feeling that it leads to the conclusion that about 
75 of these places will be opened. ; 

Mr. Tuomas. Mr. Reporter, at this point in the record, will you 
insert page 11, including the table. 

(The information requested is as follows:) 


PROGRAM AND PERFORMANCE 


The Housing and Rent Act of 1947, as amended by Public Law 96, Eighty- 
second Congress, approved July 31, 1951, extended the existing rent-control 
program covering rents on oaly certain types of housing accommodations through 
June 30, 1952, and expanded the program to authorize and direct the stabilization 
of rents on all types of housing accommodations, without exception, in areas 
certified to be critical defense housing areas, following a relazation of real-estate 
construction credit controls in such areas. The amended act also provided for a 
general increase of 20 percent over the maximum rents for the housing accom- 
modation in effect on June 30, 1947, plus increases otherwise allowable. 


ADMINISTRATION OF RENT STABILIZATION PROGRAM 


Many of the areas certified to be critical defense housing areas are areas not 
previously under any type of rent control, and in such areas it is necessary to 
open, equip, and staff new offices. Where an area already under the limited 
rent-control program is certified to be a critical defense housing area a small 
expansion of the staff in an existing office is necessary because of the additional 
workload resulting from the additional housing accommodation coming under 
the program. 

As of June 5, 1952, there were 289 defense rental areas under the rent control 
and stabilization programs, of which 107 were areas certified to be critical defense 
housing areas and the establishment of the stabilization program in 7 additional 
critical areas was pending. From the best information available at this time it 
is estimated that there will be 6 additional areas certified to be critical defense 
housing areas prior to June 30, 1952, making a total of 120 critical defense housing 
areas certified during the fiscal year 1952. It is estimated that there will be 75 
additional areas certified during the fiscal year 1953. 

The following table shows the actual and estimated workload for the fiscal 
vears 1951, 1952, and 1953: 


Docketed workload 




















1952 esti- 1953 esti- 
Type of action 1951 actual mated mated 

First rent actions processed... .... 2.25. 22..6520605.--2n- sane 54, 316 54, 500 66, 000 
Tenants’ complaints processed. -..........---.-.------------- 194, 893 266, 000 319, 000 
Compliance actions processed -. .........---...-.-------------- 139, 543 136, 000 163, 000 
Landlord petitions (excluding 20 percent applications) - - -_- --- 1, 098, 890 523, 000 1, 318, 000 
Landlord petitions for 20 percent increases. ..........-.-..----]-------------- 1, 647, 000 214, 000 
NO SN INE ann ois sina nd speci p senda saeihnwdonees 116, 525 115, 200 120, 000 
CORE I isk gon inci quctewdisennnancasninn 120, 206 174, 000 209, 000 

Total Gockketed workd0et ... wu. 55525... esis 1, 724, 373 2, 915, 700 2, 409, 000 
Settlements for repayment to tenants-...... --....------------- $3, 695, 482 $3, 730, 000 $4, 472, 000 
Payments to U. &. TreMsury..- <. 2.2... seesscwes seer eenecennse 1, 425, 899 659, 000 790, 000 








(The document referred to follows :) 


PERSONAL SERVICES 


The rent stabilization program during the fiscal vear 1953 necessarily will con- 
tinue to be one of expansion as the law requires the stabilization of rents on all 
types of housing accommodations in areas certified to be critical defense housing 
areas, following a relaxation of real estate ednstruction credit controls in such 
areas, and as additional areas are certified.to be critical under Public Law 96, it 
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will be necessary to open, equip, and staff new offices, or to expand the staff of an 
éxisting office to take care of the increased workload resulting from the additiona! 
rental units brought under the stabilization program. 

New offices are staffed by the local recruitment of personnel, most. of whom are 
untrained and without experience in the laws, rules, and regulations governing the 
administration of the rent stabilization program. In order that the program 
can be put into effect without delay it has been and will continue to be necessary 
to assign experienced employeer from existing offices to the new offices for a 
temporary period to establish the procedures, train the new employees, and get 
the program under way. This depletes the staff of existing « ffices and in many 
cases results in the accumulation of backlogs. 

As of June 7, 1952, there were 280 area and branch rent offices with an average 
of 8 employees per office. Of this number 125 are small offices with an absolute 
minimum staff of from 1 to 6employees—many of them with only 2 or 3 employees. 
The burden of furnishing the experienced employees to get the program under 
way in the critical areas therefore falls on the larger offices in the big cities where 
the workload is heavy. 

Notwithstanding the definitely indicated need for additional personnel during 
the fiscal vear 1953, it is proposed and the estimate contemplates that all new 
staffing will be within the framework of established positions in existing offices. 
In other words, as new positions are established for the staffing of new offices, 
it will be necessary to abolish positions in existing offices, utilizing vacant positions 
to the fullest extent possible before resorting to reduction in force procedures, 
the necessity for which will depend upon the number of rental units brought under 
the stabilization program by the certification of additional critical defense housing 
areas. 

There are 3,073 established positions in the present organization. Actual 
employment as of June 7, 1952, was 2,854. The actual employment figure 
fluctuates daily, but with the establishment of the stabilization program pending 
in areas already certified as critical, and with some recently opened offices only 
partially staffed it is anticipated that actual employment on June 30, 1952, will 
be at least 2,900. 

Although it is anticipated that plans to stay within the number of positions 
already established will present some difficult problems, much was accomplished 
during the fiscal vear 1952 in revising forms and streamlining procedures and it is 


hoped that further progress can be made in the interest of economy and efficiency 
to the end that better service can be rendered with fewer emplovees. 

In view of the fact that the program will continue to expand it would seem that 
the request for funds to cover staffing within the authonzed and established posi- 
tions for the present organization is fully justified. 


OTHER OBJECTS 


02 Travel expense.—The Office of Rent Stabilization does not operate Govern- 
ment-owned vehicles in the fieid service, and this is a material factor on the matter 
of travel expense as there are approximately 500 inspectors and examiner-inspec- 
tors who must travel almost daily in privately owned automobiles on a mileage 
basis in the performance of their regular duties requiring the inspection of rental 
accommodations. These same employees must also service approximately 220 
rent stations on a circuit-rider basis in localities where the workload does not 
justify the maintenance of a full-time office but where it is necessary to have an 
office open at least] dav each week in order to provide service to the public. 

There are approximately 235 area rent directors who must travel to visit the 
various branch rent offices and the rent stations within the area under their juris- 
diction and who must perform such other travel within the area as may be required 
in the performance of their regular duties. 

There are approximately 40 trial attorneys who must travel to attend courts 
hearing cases in litigation. 

There are approximately 18 field representatives v ho travel almost continuously 
in visiting the various area- end branch-rent offices vithin the respective regions. 

There are approximately 80 regional office officials who travel frequently to the 
various area- and branch-rent offices within the respective regions to ascertain 
that the various phases of the program are being carried out in accordance with 
established policies and procedures, and that the offices are being conducted in an 
efficient manner by employees who have been properly instructed. 
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There are approximately 75 national office officials and employees whose duties 
require them to travel to the field as the need arises to conduct meetings concerned 
with policy matters, to survey operations in the respective offices, in the promotion 
of management improvement and changes in procedure to effect economies, the 
classification of positions as required by law, and other official activities requiring 
the attention of national office officials. 

At the present time there are approximately 2,600 active members of local rent 
advisory boards, and it is estimated that there will be approximately 225 new 
members appointed during the fiscal year 1953 in connection with the certification 
of 75 additional critical defense housing areas. These board members serve 
without compensation but the law provides that they shall be entitled to an 
allowance of not to exceed $10 per diem in lieu of subsistence expenses and to 
reimbursement of actual travel expenses when required to travel away from 
their homes or regular places of business. An intensive program has been con- 
ducted to educate the board members as to their responsibilities in order to 
obtain their active interest and participation in the rent-stabilization program 
and to carry out the intent of the Congress for the administration of the program 
at the local level. This program has been successful and at the present time the 
board members are meeting regularly and frequently; they are making actual 
inspections of rental accommodations, considering individual rent adjustments 
and hearing appeals. 

Actual obligations for travel expenses during the fiseal vear 1952 will be approxi- 
mately $750,000. The request for the fiscal vear 1953 is for $700,000, the reduc- 
tion being based on the assumption that there will be no major changes in 
provisions of the Housing and Rent Act of 1947, as amended, such as would 
require conferences and training sessions concerned with changes in policies and 
procedures for the administration of the program. 

03 Transportation of things.—The $102,000 requested under this heading repre- 
sents a reduction of $33,000 as compared with the $135,000 actual obligations for 
the fiscal vear 1952. It is the minimum amount estimated to be required for the 
transportation of things in connection with the opening of new offices in the 75 
additional areas which it is estimated will be certified under Public Law No. 96 
during the fiscal year 1953, and for the regular servicing of all offices with supplies, 
forms, ete. . 

04 Communicaiion services.—The estimate of $315,000 is based on actual 
experience and is made up of the following items: 


Fixed recurring charges for local telephone service $194, 200 
Long-distance and additional local messages_ _- 58, 800 
Western Union Telegraph (refiled messages) 5, 285 
Teletype service 

Installation and service charges = 

Letter postage—air mail, registered and special delivery 42, 930 


MONI ooo nc neck ae ca ces ed i ee oe - ek) = 315, 000 


05 Rents and utili'y services.—In accordance with the instructions for the prep- 
aration of estimates for the fiscal vear 1953, no amount has been included for rents 
and utility services, and the General Services Administration has been notified 
with reference to our estimated requirements for office space and related services 
for the fiscal vear 1953. 

06 Printing and reproduction.—The estimate of $180,000 is based on experience 
and is $60,000 less than indicated actual obligations for the fiscal year 1952, the 
reduction being based on the assumption that there will be a substantial reduction 
in the number of 20 percent increase application forms and ia the absence of any 
major change in legislation there will not be so many new forms or new regulations 
required to be printed. 

07 Other contractual services —The estimate of $60,000 is based on actual 
experience and is made up of the following items of expense regularly ineurred in 
the administration of the program: 


20553—52—pt. 228 
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EEL Ie PE CAE Fat PIRES $12, 000 
Witness fees___.____-_- Pos ie bebe iecclc ai Wiad & lick pe AAO Saat a ik a 20, 000 
lhe Bak eid <cpiicies oe trem > mien eedine Linge WA allie wah ae 4, 500 
NS IEE ILE PCR OIL NINA GE ED EME LEDS ARES SOE 1, 800 
Janitor service in free space_-_-_-__-___ oe ea gaia cs cotter aes Cees SRS a 2, 500 
Dun & Bradstreet reports - - - -- - ccd sega chia hae Bal Ue Sees hak ae 8, 000 
Reconditioning second-hand furniture__._..-........---2 2-2 ee 2, 000 
Stenographic reporting services.......... ....4.2- woes cc annus 2, 500 
Rental of equipment_--_-_....---_--- ws pe tine ge & heaped Ata walt tei sea tans bie 1, 000 
Ng eS a GE She anny ak: gba Seto Sp en Hee 1, 200 
Rk SEES A AP RR Re Fg FSS OPC pe ee 300 
Lettering office doors__-..._....._~-- eo ea ie td brates SE ag eae 2, 000 
Reimbursement for petty purchases__-_-_____- EAE ERASE TOY hy eee Ce 1, 200 
IN ie lanes es ovina th Os & chic: mermel endse PAGES ah 5 FRR Pere ee 1, 000 

a ee 60, 000 


Services performed by other agencies. The estimate of $15,000 includes the 
following: 


Maintenance of health unit_._..............._-_- Me 2 ER EROS wee $5, 600 
eeennInNTTINE DUNE SIMI i is ae ois ahh bie tie osc aitiean.s iste 400 
en I eh tela PS eek 9, 000 

FD ssi < ates wenciesgas ng A Gabets AS sag i ae a kt ET hag icles 15, 000 


08 Supplies and materials.—The $155,000 requested under this heading is 
based on $45 per employee per annum for an average of 2,935 employees, plus 
$22,925 for placing an original stock in approximately 75 new offices. 

09 Equipment.—It is estimated that the actual cost of equipment required 
for the new offices estimated for opening during the fiscal year 1953 would be 
approximately $100,000. This amount has been arbitrarily reduced to $40,000 
on the assumption that approximately 60 percent of requirements can be obtained 
by transfer from other offices within the agency. 

15 Taxes and assessments.—The $38,000 included in the estimate represents 
the Government’s share of the tax imposed in the case of employees subject to 
social-security deductions, and the amount is based on actual deductions during 
the fiscal year 1952. 


FIELD OFFICES 


Mr. Tuomas. How many field offices do you have now? 

Mr. Woops. I have that right here. The number of area and 
branch offices. 

Mr. Tuomas. What do they all total? 

Mr. Woops. 288, I think. 

Mr. Comrort. 280 area and branch offices. In addition we have 
our 7 regional offices and 10 litigation offices and 6 field, record, and 
property offices. 

PERSONAL SERVICES 


Mr. Tuomas. How does your employment figure break down be- 
tween the District of Columbia and the field out of your two- 
hundred-and-eighty-odd officers? 

Mr. Comrort. 278 employees in the departmental service in 
Washington. 

Mr. THomas. You have seven or eight big regional offices. 

Mr. Woops. Seven. 

Mr. Tuomas. What is your employment in the seven regional 
offices? They are: 

Headquarters in Boston region I; region II, Philadelphia: region 
III, Cleveland; region IV, Atlanta; region V, Dallas; region VI, 
Chicago; region VII, San Francisco. 
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Mr. Comrort. The regional offices have 170 employees. 

Mr. Tuomas. Are they in all seven of them? 

Mr. Comrort. In all seven of them. 

In the 10 litigation offices there were 105 employees. Then in the 
= records and property offices there were 25 employees in all 
offices. 

Mr. Tuomas. How many records and property offices do you have? 

Mr. Mapiaan. There are five with a branch at Los Angeles. 

Mr. Tuomas. Where is the bulk of your field employment now? 

Mr. Woops. In area rent offices. 

Mr. Tuomas. Is that the 170 figure? 

Mr. Woops. That is the 280. 

Mr. THomas. What do they average for the 280? 

Mr. Comrort. 2,276 employees in the 280 offices. About eight 
employees per office. 

Mr. Tuomas. It averages about eight and a third employees to the 
office? 

Mr. Comrorr. Yes. 

WORKLOAD 


Mr. Tuomas. How does your workload for 1953 compare with 1952? 

Mr. Woops. I think it will pick up, Mr. Chairman, for the reason 
that while the 20 percent revision authorized by Coagress took care 
pretty much the demands of last year, we are beginning to notice, for 
example, where tax increases are being put into various communities, 
we permit application to offset those tax increases. 

I think as the effects of the 20 percent will be eaten up, we will have 
a very definite pick-up in -petitions for adjustment. 


DECONTROL ACTIVITIES 


Mr. Tuomas. Let us put in the table on page 12, dealing with 
decontrol actions. 


(The page referred to follows:) 


DECONTROL ACTIONS 


The act provides for the decontrol of defense rental areas, or portions of areas, 
by action of the director on his own initiative; upon recommendation of the local 
advisory boards, and by State or local option. It is the general policy to de- 
control areas or portions of areas just as soon as it has been determined that the 
need for housing accommodations has been met. The following table shows the 
decontrol actions for the period April 1, 1949, through April 30, 1952. 
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Mr. THomas. When you set up these areas, doesn’t the work 
become stabilized and your workload fall off? 

Mr. Woops. Well in Chicago, which is typical of an old one, it 
seems to keep up month after month as new grounds—as landlords 
explore new grounds for rent increases, and we do not notice any 
appreciable dropping off. 

Mr. THomas. What are your decontrol activities? 

Mr. Woops. That has, since Korea, dropped down. I mean we 
still have quite a few decontrol actions but they are pretty much in 
the smaller communities. 

Mr. THomas. What is your total number of decontrol actions for 
1951, 1952, and for the first 6 months of 1953? 

Mr. Lurie. Since the first of August 1951, which is the act under 
which we are operating, we have it broken down here. The total is 
194 actions which may effect or usually do effect just a portion of an 
area, a city or a town. Those cover an estimated 210,000 dwelling 
units and the population of the communities effected on a 1940 basis 
was 1,600,000. 

Mr. Tuomas. Do you have it for, say, fiscal year 1951 and for 
fiscal vear 1952? 

Mr. Luris. We can get it. 

Mr. Tuomas. What does this figure of 194 refer to? 

Mr. Woops. I would say communities is the best way to describe 
it because in an area there might be partial decontrol action involving 
a town, but leaving the rest of the county in, or vice versa. 

Mr. Tuomas. How many area or communities did you decontrol in 
1951? 

How many did you decontrol in the first 7 or 8 months of 1952? 

Mr. Woops. You are speaking of fiscal years? 

Mr. THomas. Yes. 

Mr. Woops. We have it on a calendar basis. 

Mr. THomas. Put it on a calendar basis. Give it in any way you 
have it. 

Mr. Lurie. | think we have it here. 

Mr. Woops. From the Ist of August 1951, to April 30, 1953, there 
was a total of 194 decontrol actions from all cases. Then we have a 
2-vear period, here. 

Mr. Woops. This is August 1, 1951, to April 30, 1952. That is the 
one I gave vou. 

Mr. Tuomas. That is 194? 

Mr. Woops. Yes. Now, the other one we have from the beginning 
of the local option period, which was from the Ist of April 1949, to 
the end of July 1952—— 

Mr. Tuomas. When it is lumped in, Mr. Wood, over a period of 
18 months like that, it is difficult to see any acceleration in the action. 

Mr. Lurie. We can break that down by calendar years or fiscal 
years. 

Mr. Tuomas. I would appreciate your doing that. 

(The information requested is as follows:) 
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Decontrol actions 





Estimated | 1940 popula- 
tion 




















rental units 
BR TR ATOR BE MN oi ois <n Se knin- ncekithvintniidbéw nd bhbtlnno€4goeenas 1,031,711 5, 642, 89) 
Fs Th Bs BP PEN ns ainnnncccccncaesmasennnbonsoonts RATA SE RSID 293, 429 2 320, 759 
CE La Meee SO nT mee TCE 1, 325, 140 7, 963, 650 
Bilis $c 6 NE NN ics cucis) . - cnentinul--sasnciiaandumeccaed 214, 458 1, 626, 744 
"ey ESS OE eines 2, Seeeaare ane acpi Sietniaheci telat veal 108, 337 998, 167 
First 11 months, fiscal year 1952, total...............--.---..-...-.-..- 322, 795 2, 624, 91! 





Mr. Tuomas. Would you insert, Mr. Reporter, at this point in the 
record, the table on page 14, which shows “Personal services, 
$13,395,000 for 1953, against $12,340, 000 for 1952”? 

(The table above referred to follows:) 


ever by Sesame 























| 
Object classification Actual, 1951 | Estimate, 1952 Estimate, 195 
DIRECT OBLIGATIONS 
01 Personal services........................---.--......------] $10,979,865 | $12,340,000 $13, 395, 000 
GR SE eens Sree Seen oon Gt ¢ denmenbebedaarun 498, 909 750, 000 700, 000 
03 +Transport¢ ation of things __- esis Sree 62, 035 135, 000 102, 000 
04 Communication services._................-..-..---..--... 272, 154 | 297, 000 815, 000 
05 Rents and utility services ___- SrA RRR SE Sia "0 = 547, 630 <p Cees 
06 Printing and EIR «ep idddecicuu nba eatsalbnendase 105, 387 240, 000 180, 000 
Oe EE Is I i iti ie ey cnn semensee 76, 449 55, 000 60, 000 
Services performed by other agencies SAP SMe netlere es 14, 894 21, 000 15, 000 
08 Supplies and materials______- . siete aa ite = 94, 884 175, 000 155, 000 
09 Equipment__-__.- OT Sea er Eee ae ee 70, 641 147, 500 40, 000 
15 Taxes and assessments..............---------------------- 12, 000 35, 000 38, 000 
Total direct obligations. ----_-- null sea pena aris abe 6 paians 12, 734, 849 14, 202, 000 15, 000, 000 
TRAVEL 


Mr. Tuomas. The travel request appears to be out of line. | 
notice you have 2,600 voluntary members in your advisory boards 
scattered throughout the country and you pay them only per diem 
and travel when away from their homes and offices. 

What did that cost you for the first 6 months of 1952? 

Mr. Mapican. The Advisory Board members, $77,000. 

Mr. Comrorr. Including an estimate through June 30, 1952, the 
total travel expenses for Rental Advisory Board members would be 
$85,746. 

Mr. Tuomas. What is your travel cost for your field offices where 
they use their own automobiles? Is that your big item of travel 
outside of the District of Columbia? 

Mr. Mapiean. No, sir; there is a lot of common-carrier transporta- 
tion between the regional offices and the various area offices. 

Mr. Comrorr. The largest item is the travel of the examiner- 
inspectors who travel almost every day in their automobiles. We 
have $250,000 in there, based on an average of approximately $500 
per inspector. 

Mr. Tuomas. How much have you spent up to June 1, for that 
item this year? 
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Mr. Comrorr. Of the $750,000, we had spent through May 31, 
$683 836. 

Mr. Tuomas. No, that is not right. 

Mr. Mapre@an. That is all told, Mr. Chairman. 

Mr. Comrorr. I have not got that figure broken down by type of 
employee. 

Mr. Tuomas. Do you have it for the field? 

Mr. Comrort. Of that $629,000, $524,000 of it would be field. 

Mr. Tuomas. That includes your 2,600 Rent Advisory Board? 

Mr. Comrorr. Yes, sir. 

Mr. Tuomas. That leaves you what for the District of Columbia? 

Mr. Comrorrt. No, sir, $629,000—of that about $524,000 would be 
field so that would leave $105,000 for the departmental employees. 

Mr. Tuomas. Is that on an annual basis? 

Mr. Comrort. That is for the 11 months through May 31, those 
are the actual figures I have here. 

Mr. Tuomas. Your central office figure on an annual basis is about 
what? 

Mr. Comrorr. About $112,000 on an annual basis. 


SUPPLIES, MATERIALS, AND EQUIPMENT 


Mr. Tuomas. What is your big item under your supplies and 
materials? 

Mr. Comrort. I have that here. 

Mr. Tuomas. It is based on $45 per capita, per employee and that 
is it. For your equipment item it is estimated that the actual equip- 
ment required for the new offices estimated for opening during the 
fiscal year 1953, will be approximately $100,000. This amount has 
been arbitrarily reduced to $40,000 on the assumption that approxi- 
mately 60 percent of the requirements can be obtained by transfer 
from other offices within the agency. 

You have quite a surplus of equipment on hand if you can do that; 
do you not? 

Mr. Comrort. We have been successful in getting some equipment. 
Some of it is old and we have paid out some money to get it repaired. 

Mr. Posner. The Economic Stabilization Agency follows the prac- 
tice of transferring items of equipment between its components when 
it can do so. 

Mr. Toomas. You are not directly associated with the Office of 
Rent Stabilization; are you? 

Mr. Posner. The Rent Agency is one of the constituents of the 
Economic Stabilization Agency. 

Mr. Tuomas. Do you do any business over at the General Services 
Administration? Do they hustle up a little equipment when one 
agency has a little more than they need, or do you have to go in and 
buy it from them? 

Mr. Posner. That has to be paid for, and the kind of adjustment 
we refer to here, since it is within the single agency, is handled without 
transfer of funds. 
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RENTS ON GOVERNMENTAL QUARTERS 


Mr. Forp. I have discussed a matter with your counsel, Mr. 
Dupree, and I would like to ask either him or yourself, Mr. Woods, 
what has been the net effect of the change in the law which gave your 
office jurisdiction over rents of federally owned properties? I am not 
speaking of public housing, I am speaking of residences owned |), 
agencies such as the Corps of Engineers or the Bureau of Reclamation. 
Has that brought on your office a particularly heavy workload? 

Mr. Woops. If I may say so, and I am being honest and not 
facetious, it has brought one big headache. But, as far as workload is 
concerned, it has brought it on of a temporary nature until we get 
straightened out on what has to be registered and at what figure. 
But once it settles down, once the other agencies get the units regis- 
tered, it is less trouble than a similar private landowner. 

Mr. Forp. Are you making every conceivable effort to make the 
processes as easy as possible for these agencies so they cannot use your 
office as a shield for something they should have done 5 years ago? 

Mr. Woops. Yes; we are. I would say that we have made it very 
easy for them to comply with the provisions strictly on Budget Bureau 
Circular A—45. 

Mr. Tuomas. If I may interrupt, they certainly did help at the 
Atomic Energy Commission project. The AEC set rates at $70 a 
unit and it was knocked down to $45. I do not believe that is much 
exaggeration. 

Mr. Woops. If I may add, as a result of that, one thing that is 
happening is that those dormitories are now filling up. They are 
moving out of private rooms where the rents are unreasonable. 


EFFECT OF REDUCTION IN 1952 BUDGET REQUESTS 


Mr. Forp. Your budget request for fiscal year 1952 was $18 million, 
the Congress approved $14,247,000. What was the net effect on the 
defense effort from that reduction? 

Mr. Woops. Well, there were a couple of things that happened. 
First, we had to cut out one thing that I always felt was rather im- 
portant, and that was an accurate measure of the landlord’s net 
income, really what he is doing, how well or how poorly he is doing 
That was an expensive operation because we actually took their 
accurate figures off their books. We did not use a sampling technique, 
we actually sent the accountants into an office and took the figures 
off their books. We have not been able to make surveys on thie 
effects of decontrol in most of the decontrolled cities unless they were 
also cities that were regularly surveyed by the Bureau of Labor 
Statistics, which might be all right, but nobody knows the real effect 
of decontrol, unless it is in one of those 34 cities that have this service 
regularly. 

I would say one saving thing was the slowness of the Critical Areas 
Committee to begin moving. Actually, the first that we saw was in 
November when they began to certify these areas, so that gave us a 
break which we had not anticipated in catching our breath. 

We feel that, of course, is accelerating now. They are moving 
faster since they have gotten things in line. It meant in many of 
these areas when we went in later and got ready, or didn’t get ready 
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quite as quickly, that the effects were, shall I say, rather bitterly 
resented, where instead of going in on October and November of 1951, 
we have had to wait until February or March of 1952, because it has 
meant a roll-back. 

Those are about the effects that 1 have seen of the difference. 

Mr. Mapiaan. Just to keep the comparison in line, you mentioned 
$18 million. That was the original recommendation for last year, 
but that included an item for commercial rents which did not become 
effective, so that the figure was reduced to $16,400,000. And our allot- 
ment from the ESA appropriation was $13 million originally. Then 
we got an additional $200,000. This does not include $1,047,000 
additional on account of the pay raise. So the comparable figures are 
really $16,400,000 and $13,200,000. 

Mr. Tuomas. Thank vou very much, gentlemen. 

Mr. Woops. Thank you, sir. 


ECONOMIC STABILIZATION AGENCY 
WITNESSES 


OFFICE OF ADMINISTRATOR 


ROGER L. PUTNAM, ADMINISTRATOR 

ROSS SHEARER, ASSISTANT ADMINISTRATOR 

BENJAMIN CAPLAN, ECONOMIC ADVISER 

JAMES McI. HENDERSON, GENERAL COUNSEL 

CHARLES E. MILLS, DEPUTY ASSISTANT ADMINISTRATOR 

BEN POSNER, BUDGET ADVISER 

NELSON M. BORTZ, CHAIRMAN, RAILROAD AND AIRLINE WAGE 
BOARD 


SALARIES AND EXPENSES 


Amounts available for obligation 


1951 actual | 1952estimate | 1953 estimate 


Appropriation or estimate : Be cl a $100, 553,375 | $103, 250, 000 
Unobligated balance, estimated savings - J —895, 000 
Obligations incurred A r 5 f 99, 658, 375 103, 250, 000 
Comparative transfer from— 
“Expenses of defense production, Executive Office of the 
President” 
“Salaries and expenses, Office of the Housing Expediter’’. 


Total obligations : - : 37, 972, SY 99, 658, 375 103, 250, 000 
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Obligations by activities 


7 7 1 


Description | 1951 actual | 1852 estimate | 1953 estimat» 


1. Office of the Administrator... penen and dekkowe she ge: $146, 171 $500, 000 $465, (xx 


2. Office of Price Stabilization: | 
Price operations. ASEELS OMA ORES IRM seclusswd} » 0/708, 000 | 26, 239, 2 
Chief counse}.__- SES ASS SARE 5, 530, 100 
Price accounting _ ___ 
Enforcement 
Economie policy 
Public information 
Field operations .....__-. oa re dilate tis > Dias ths aie shine te | 7 
Management____. pe ; ; ‘ : ___.| 12, 524) ae | 9, 512.1 
Ras SP ee RR Ta es SPS sds chd et Mende a ricci 2,6 





} 

Total, Office of Price Stabilization *. | 22,520,979 | 69, 430, 000 | 68, 420, 
. Office of Rent Stabilization ot, _| 12,734,849 | 14, 202,000 15, 000, 
. Wage Stabilization Board. __- . as 2, 524, 195 13, 975, 000 | 15, 930. 

5. Salary Stabilization Board __. aes re ay 46, 398 1, 491, 375 | 
. Railroad and Airline Wage Board __-- Px ERS Lo: 60, 000 120, 0) 


Total obligations ___- ‘ ROE Sag 99,658,375 | 1038, 250, ( 





SUMMARY 


‘Total number of permanent positions 
Full time equivalent of all other positions 
Average number of all employees. 


Average salaries and grades: 
General schedule grades: 
Average salary. 
Average grade ____ 





Personal services: 
Permanent positions 
Part time and temporary positions. 
Regular pay in excess of 52-week base _- 
Payment above basic rates___. .. .--- 


$77, 743, 518 
1, 069, 684 
306, 252 
848, 179 





Total personal services... 
sy ees bai 
Transportation of things_- 

Communication services << aes , 

Rents and utility services___ ia iui 551, 584 

Printing and reproduction. . oa Ras eee 1, 347, 996 

Other contractual services _._.. aes ‘ eeaaieall 479, 103 

Services performed by other agencies sha nae 1, 474, 629 6, 199, 700 

Supplies and materials... ____-- peers 1, 717, 509 1, 385, 598 
09 Equipment need were. | 7, 043, 927 1, 019, 310 
13. Refunds, awards, and indemnities... ‘ BUA Ss (OME 30 }..<... 
15 Taxes and assessments gli tall Asati * 81, 694 543, 054 | 
Unvouchered 7 Se Secntssenconccunliete ging cine 5, 000 | 


80, 048, 906 
4, 6846, 725 
564, 200 

2, 139, 800 
22, 872 

2, 320, 654 
700, 356 


7 
Payments to other agencies for reimbursable ‘details. 33, 966, 81, 273 
i 
| 
996 | 
| 





37, 972, 592 99, 658, 375 | 103, 250, 


Analysis of erpenditures 


' ! 


| 1951 actual 1952 estimate | 1953 estim: 





Unliquidated obligations, start of year___- 


Obligations incurred during the year... _- sag oe ' ~_| $99, 658, 375 | 108, 250, 000 





| | 99, 658,375 111, 736, : 
Deduct unliquidated obligations, end of year_............-.---}_-- bah ceeee 8, 486, 200 | &, 790, 





ne necnee----p-| 91,172,175 | 102,945,375 








Expenditures are distributed as follows: 


Out of current authorizations. .__.._-- at ARS RARE Pee y 7 94, 491, 175 


Out of prior authorizations. __- 


3, 315, 0) 
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Mr. Wuirren. We have before us the Office of the Administrator 
of the Economic Stabilization Agency, Mr. Putnam, and members of 
his staff. Mr. Putnam, we would be glad to have a general state- 
ment from you. 


GENERAL STATEMENT 


Mr. Putnam. Mr. Chairman and members of the committee, I am 
here to support the President’s request for funds to administer the 
economic stabilization program—a program which, as you know, the 
Senate has already voted to extend and on which the House is now 
taking action after a favorable report by your Banking and Cur- 
rency Committee. 

The economic stabilization program, which includes price, wage, 
salary, and rent stabilization, provides economic insurance both for 
the Nation and for our individual citizens, during this tense period 
when we are rapidly building up our national defenses in order to 
ward off the threat of Communist aggression. Without this economic 
insurance the costs of our defense program would go up by sub- 
stantial amounts, and the production job on our defense program 
would be seriously impeded. In addition, our citizens, who today 
have to bear an unparalleled tax burden to meet the costs of our 
national defense, would have to suffer the unfair and unjust tax 
levied by inflation. Inflation, as you know, does not levy its toll ac- 
cording to the ability to pay, but hits hardest on those with low and 
fixed incomes. It benefits only a few. 

In the current congressional debates on the Defense Production 
Act, all of the facts on defense expenditures and on the need for 
continuation of the controls are being fully examined. I think these 
facts demonstrate that the emergency is by no means over and that 
our economic insurance policy represented in the controls must be 
continuec. I trust these facts will be persuasive with the House as 
they were with the Senate and that title [IV of the act will be 
renewed. 

The debates have brought out these significant facts: 

First, defense expenditures are now rising at a more rapid rate than 
at any time since the program started. This means that the military 
will continue to take a large part of total supply and that prices of 
defense materials would rise greatly if controls were lifted. It also 
means that the flow of purchasing power from the defense program 
into the civilian economy may very well be great enough to dry up 
some of the soft spots that have existed there. Already the accelera- 
tion of defense expenditures has brought about a recovery in retail 
trade, and the outlook is for a high level of business activity during 
the year that lies ahead. 

Second, the cost of living, which has been held with difficulty to an 
increase of about 2 percent in the past 12 months, is still hovering at 
its all-time peak. We can be certain that it would move up further 
with an slackening of controls in areas where prices are tight. The 
latest BLS quarterly breakdown of price movements indicates that 
notwithstanding the existence of certain soft spots, 50 percent of con- 
sumer prices are at their 1951-52 peaks, with a total of 70 percent at 
or very close to peaks. In the wholesale field, 60 percent of the prices 
are at their peaks, with a total of 80 percent either at or close to peaks. 
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Third, in the field of wages, the record of our stabilization program 
in holding down the rate of wage increases compares very favorably 
with the record during the tightest period of wage stabilization in 
World War II. When it is considered that we are living in a full 
employment economy with unemployment at a record low and with 
jobs hunting men, rather than men hunting jobs, it can readily be seen 
that it is only through stabilization that we have thus far avoided the 
terrific wage pressures that could start a runaway wage-and-price 
spiral. 

Fourth, in addition to the active inflationary pressures which are 
now present in the price-and-wage fields, there are the potential infla- 
tionary pressures which arise from the record level of accumulated 
liquid savings. Should the controls be removed and should the inter- 
national situation worsen ever so slightly, these liquid savings could 
stimulate a buying wave of vast proportions. Very serious damage 
could be done to the defense program and to the economy as a whole 
before controls could be clamped on again. 

_ These considerations also govern the administrative task before us. 

Our job, we feel, is to administer the controls firmly wherever we 
have active pressures to hold down, and at the same time to relax 
them in those areas where tight and active controls are for the time 
being not needed and where relaxation can be accomplished without 
danger to the economy as a whole. 

As you know, we are following a policy of suspending price ceilings 
for so-called soft market commodities, wherever it is safe to do so, 
but the controls in these cases have been kept on a stand-by and alert 
basis, ready to be activated whenever our observers should report a 
serious turn in the market. We propose to continue on this basis 
during the coming year. We have also been engaged for some time 
in perfecting regulations to exempt small-business firms, wherever 
possible, from wage and salary regulations. In rent stabilization, our 
relaxation policy—-our desire not to continue controls merely for 
controls’ sake—is expressed through encouraging local rent advisory 
boards to reach common-sense solutions on individual hardship cases, 
to make general liberalizations of adjustments when necessary, and 
even to decontrol rents when certain criteria are met. 

It is to administer a firm but flexible economic insurance prograni 
such as I have described that the President has requested the sum 
of $108,250,000. I can assure you on the basis of my knowledge of 
the situation that this request is no more than just adequate. It 
represents a conservative projection of our needs—a projection which 
assumes, optimistically perhaps, that the inflationary pressures during 
the fiscal year 1953 will in general be no worse than they are now. 

You will recall that last year your committee recommended funds 
which would have permitted the Economic Stabilization Agency an 
employment of over 24,000 persons at the end of fiscal year 1952. 
Had this level been reached and had it been desired to carry it through 
all of fiscal year 1953, an appropriation of $155,000.000 would have 
been required. . The present request of $103,250,000 thus represents a 
cut of one-third from the level envisaged by your committee’s rec- 
ommendations last year. 

The present request. IT might point out, does not even conten:plate 
carrying out present staff of 17,000 throughout the full year, but 
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rather the tapering off of the staff to approximately 15,800 by the 
close of the fiscal year 

I mention these facts because otherwise the mistaken impression 
might arise that we are asking for an increase of costs over last year’s 
level. While it is true that the request is larger than our appropria- 
tion for last year, the fact is that the build-up in our spending was 
voluntarily slashed when it became evident that inflationary pres- 
sures were not as serious as those envisaged a year ago. In other 
words, we did not wait for Congress to prod us into making econo- 
mies—we made them ourselves. 

The heads of the constituent organizations have appeared or will 
appear before you to explain their requirements in detail and to an- 
swer your questions concerning the specific items in their justifications, 
I will speak in detail only on ‘the request for my insmediate office and 
on the sum requested for the Railroad and Airline Wage Board. 

In terms of the major programs which we have to administer, the 
Economic Stabilization Agency budget of $103,250,000 breaks down 
as follows: 

$68,420,000—about two-thirds of the total—will be required to ad- 
minister the kind of strong but flexible price stabilization program 
called for by the economic outlook. 

$15,000,000—some 14 percent of the total—will be needed to con- 
tinue administration of rent stabilization in areas now under control 
and to extend rent control to new critical defense housing areas, as 
required under Public Law 96, 

Stabilization of wages and salaries will take approximately 19 per- 
cent of the total budget : $15,930,000 for operations of the Wage Sta- 
bilization Board; $3,315,000 for the operations of the Salary Stabili- 
zation Board; and $120,000 for operations of the Railroad and Air- 
line Wage Board. 

The § Salary Stabilization Board has the important responsibility of 
achieving stabilization in the field of salaries and other compensation 
of persons employed in executive, administrative, professional, and 
outside salesman capacities—a group which earns approximately 20 
percent of total compensation to employees. The Salary Stabilization 
Board was one of the last to get started in fiscal year 1952; it has not 
completed staffing of its field offices nor of its enforcement organiza- 
tion, both of which are essential to effective control in this area. 
Therefore, the 1953 budget for this component represents a fairly 
substantial increase over its June 1952 operating rate. 

The Railroad and Airline Wage Board is the separate panel dealing 
with employees subject to the provisions of the Railway Labor Act, 
as amended, which we were required to create under the provisions of 
section 408 of the amended Defense Production Act. It was estab- 
lished on September 27, 1951, and began operations in October of 
1951. Recruitment of its staff to the present level of 12 employees was 
completed by the end of December 1951. Recent experience indicates 
that this staff is able to keep abreast of individual petitions for adjust- 
ment and perform related functions. The 1955 budget request is for 
two additional positions to permit a minimum enforcement program. 
I think that if you gentlemen look into the relationships established 
by this Board with ‘the carriers and employee groups with whom it 
deals, you will find universal respect for its operating methods and 
effectiveness. 
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Finally, I come to my own staff, the so-called Office of the Admin 
istrator. Because I think it good business practice, I have continued 
the policy of my predecessor, delegating operating responsibilities t: 
the constituent organizations, and giving them the kind of authorit) 
which they need to operate. I have confined my efforts and those o1 
my immediate staff to the formulation of policies, the coordination o1 
the operating stabilization programs, and the consultation with othe: 
agencies in the development of programs to support stabilization 
through procurement, production, manpower, fiscal, and credit pol- 
icies. 

My staff consists of a relatively small number of high-level em 
ployees, with related service personnel essential to the headquarter- 
component of a large agency. From a staff which at one time num 
bered over 80, the Administrator’s Office has been reduced to its pres 
ent level of 66 positions, and our budget assumes that we will con- 
tinue to achieve economies here which can result in a further reduc. 
tion to a total of 58 positions by the end of fiscal year 1953. 

There is one final thought I would like to leave with you. You 
committee is carrying on a hard battle to reduce the unnecessary cost~ 
of Government in requests amounting to tens of billions of dollars. 
In this connection I would like to claim a certain kinship between the 
work of your committee and the work of our agency. Our work is to 
eliminate the large unnecessary costs which come from inflation. 

Every time we hold down prices and wages, we hold down the extra 
appropriations—and higher taxes—which Congress would otherwise 
be called upon to vote. It has been estimated that the initial spurt of 
inflation which followed the Communist invasion of Korea raised 
our defense costs for inflationary reasons alone by about 20 percent. 
Last vear the Congress quite justifiably voted a 10-percent increase 
in Government salaries to compensate for the previous rise in the cost 
of living. More recently equally justifiable increases were voted for 
soldiers’ pay and for old-age-assistance payments. These things indi- 
rate that the failure to hold the cost of living down, to hold prices and 

rages in line, will result in higher costs for everything the Govern- 
ment must buy and therefore will reflect itself in higher appropria- 
tions for the necessary activities of Government. 

If by proper administration of the economic stabilization program 
we can prevent a 1-percent inflationary rise in the cost of Govern- 
ment, we can save the Government something like $800 or $850 million 
a year—more than eight times the cost of carrying out the program. 
In addition, by holding down the cost of living by 1 percent, we can 
save the consumers over $2 billion a year—or 20 times the cost of our 
program. 

For these reasons I urge you to regard the $103,250,000 requested for 
the Economic Stabilization Agency not as an extra Government ex- 
pense but as an investment—as a protective expenditure designed to 
save the American Government and the American people many times 
that amount in the prevention of inflationary waste. 

I am sure that there are questions that you would like to ask. 

Mr. Wurrren. Mr. Putnam, the Economic Stabilization Agency in- 
cludes all of these various groups. such as the OPS, and others dealing 
with some phases of the effort to stabilize the economy of the country : 
is that right ? 

Mr. Pournam. That is right. 
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NUMBER OF EMPLOYEES 


Mr. Wurrren. How many people do you have in your immediate 
office ¢ 

Mr. Purnam. Sixty-six people. This budget contemplates drop- 
ping that down to about 58. 

Mr. Wurrren. Do you have anything to do with the programing for 
the various agencies that are under you, such as OPS, the Wage Sta- 
bilization Board, and others? Do you set their policies 


POLICY DETERMINATION 


Mr. Purnam. I set or approve the basic general policies and they 
set their operating policies. For instance, one of the things that there 
has been a great deal of controversy about, but on which there is a very 
fundamental policy, is to define what is fair and equitable; in other 
words, setting up an earnings floor so that any industry which has 
earnings of less than that may be given price relief. That is the kind 
of thing my office does. That is applied then to industries and they 
have industry hearings, and so forth. 

Mr. Wurrren. You say that if it is below a certain standard, which 
is designated by you, then they are directed to give relief in such case / 

Mr. Purnam. Yes. 

Mr. Wurrren. And that is true of wages, too? 


APPROVAL OF WAGE REGULATIONS 


Mr. Purnam. Wages are not treated the same way. Actually, all 
the policy regulations of the Wage Stabilization Board must come to 
me for approval. Ido not do that with prices, of course, because they 
vet out so many which simply apply established policies to specific 
industries, but on wages there have been only 21 general regulations, 
so they must actually be approved by me. 

Mr. Wurrren. The 21 are the controversial ones ? 

Mr. Purnam. I am referring to their general regulations; not their 
decisions under the regulations and not the decisions in dispute cases. 
Those are a separate function of applying stabilization regulations to 
cases. 

Mr. Wuirren. You just pass on their regulations / 

Mr. Purnam. That is correct. 


ADMINISTRATIVE CONTROL OF PERSONNEL 


Mr. Wurtrren. What controls do you have over personnel, as to how 
many there shall be and what they shall do? 

Mr. Purnam. Actually, I have control of the purse strings; I have 
that control over them. You give all this money to me and I allocate 
it among the agencies and if I think they should change, as we have 
during the year, then we reallocate the money, as we did in the past 
year. 

Mr. Wuirren. There is a great feeling over the country that you 
just have a stereotype set-up, with so many top people, and so many 
assistants to the top people; with so many lawyers and so many econ- 
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omists and so many of this or that kind of personnel ; and you seni 
that kind of staffing pattern. down to city X, and they are told to put 
those people on, whether they have a comparable bead or not, 

Are you reponsible for that kind of situation ? 

You said that you had control of the purse strings and you sit at 
the top and I want to know what you are doing to discharge your 
functions and whether you have any responsibility for this. 

Mr. Purnam. I have this responsibility only, that they tell me they 
need so much for their field offices and I go over the thing. 

Mr. Wurrren. Do you just listen to them in the W ashington office 
on a stereotype set-up, or do you check out in the field ? 

Mr. Purnam. I do some checking in the field. I visited a number 
of field offices myself. 

Mr. Wurrren. I wonder if you have any information on Omaha, 
Grand Rapids, Birmingham, and Atlanta? How much checking have 
vou done in those cases and what have you found ? 

Mr. Purnam. I have not been myself to any one of those. 

Mr. Wnirren. Let us forget you for the moment. Who else in 
your agency has been to these field offices. 

Mr. Purnam. I do not think anyone from my own office has been 
out there. 

Mr. Wuirren. What offices have you checked and what did you 
find? When I say “you” I mean the agency. 

Mr. Purn ~ I have been person: illy to Boston, New York, Chicago, 
Kansas City, Los Angeles. 

Mr. Wuirren. Did you just pay them a social visit, or did you 
go over their oegenizatson? 

Mr. Purnam. I paid them a little bit of both. It was partly a social 
visit, but it was partly to go over their local problems, and work- 
load and see what they needed. Mostly, when I was there, they said 
they did not have enough people, as you can imagine. I was told 
that by them most emphatically, But I did come back here and dis- 
cuss my Visits with the agencies involved. I went to the rent and wage 
and the price offices in cities I visited. 


NEED FOR WSB 


Mr. Wuirren. It raises a very serious question with me as to 
whether it is not time just to get rid of this whole organization. The 
record shows that with regard to the Wage Stabilization Board, St 
percent of all requests coming before them are approved as requested 
and that most of the other 14 percent are approved in one way or an 
other. Maybe that is necessary, but if it is just a matter of form, 
why spend $15 million approving these things? It might just re- 
quire only a receipt from the Post Office to the effect that they have 
made the request, 1f that is all there is to it. 

Mr. Purnam. I do not think that is exactly the way to put it. It 
is very much like laws against stealing. You pass a law against 
stealing and then you have policemen on the beat. They do not 
arrest many people. The number of people walking up and down 
the street, compared with the number that are arrested, is very great. 
But the fact that there is a law that there are policemen is responsible 
for the prevention of much theft. 
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Mr. Wuirren. I am not talking about the fact that they have not 
arrested a lot of people. When requests for approval of wages have 
been made they have been given the approval in practically all cases, 
according to their own testimony. That may be required, but if it is, 
why do you not just set up regulations and let the thing run itself? 
Why should be spend $15 milhon just initialing some papers, if that 
is all we are going to do. 

Mr. Purnam. I do not think that is quite a fair way of putting it. 
In the first place, there is the fact that there is a regulation and most 
people who come in asking for something know that there is a regu- 
lation and they know that if they are not within the regulation, there 
is no use asking for anything. So most of the requests are within the 
regulation. The penalties for violation are very severe. 

Mr. Wurrren. Why not write the regulations into the law and let 
the regulations do the work? 

Mr. Purnam. Because I think you need some policemen. I think 
the record speaks for itself. 

Mr. Wurrren. How many policemen do they have and what work 
do they do? 

Mr. Purnam. They have the enforcement group. But most of the 
work of the policemen is in the fact that the employer must come in 
and make the request. That is your biggest deterrent to violation: 
The fact that you must do it. I think the records show the fact that 
wage rates have not gone up any faster than the cost of living, or 
appreciably faster, in the 2 years since Korea. 


PRICE-WAGE RELATIONSHIPS 


Mr. Wurrren. There is only one way that could happen over any 
extended period, and that is by the payment of subsidies and the 
Congress outlawed subsidies, which makes a distinct difference. 

Mr. Purnam. I mean wage rates. 

Mr. Wuirren. I mean consumer subsidies, 

Mr, Purnam. Wage rates on the whole, on the average, in the last 
30 years, have gone up 2 percent faster than the cost of living. In 
the 2 years since Korea, they have just kept pace, in spite of the fact 
of full employment. 

Mr. Wuirren. I am not trying to say that one has gone out of line 
as against the other. I am wondering if, under present conditions, 
with about a 20-percent effort to mobilize the whole country, if you 
do not just have a whole lot of overhead, without doing anything 
particularly, or whether you have really set some goals for everybody 
to shoot at. I am wondering if you are not helping inflation instead 
of holding it down. 

Mr. Purnam. I know that a whole lot of people feel that way, and 
that is why I am trying to get these figures across: that during the 
war, when things were supposed to be held very tight, wages went up 
2 percent faster than the cost of living. That was during the war. 
In the 2 years since Korea, they have not gone up any faster than the 
cost of living. 

A 1-percent change in wages could cost $1.7 billion a year to every- 
body. We have kept this thing down lower than the average. 

Mr. Wuirren. We heard the Wage Stabilization Board yesterday 
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and, according to them, wages have gone up an average of four-tent|\s 
of 1 percent per month. 

Mr. Putman. That is right. 

Mr. Wuirren. Which means about 5 percent a year. 

Mr. Putnam. That is true. 

Mr. Wuirren. If you keep that going on, it leads one to wonder 
whether you really have stabilized or whether you are not going along 
with inflation. 

Mr. Purnam. If you will permit me to go ahead with these fey 
figures—I am not sure that they have been brought out—I think | 
can put the two together, and that is my job, to keep the two together. 

Mr. Wuirren. Are you just trying to keep the two together or are 
you trying to hold down inflation’ They might each go up 100 percent 
and still be together. 


INCREASES IN COST OF LIVING AND WAGES SINCE KOREA 


Mr. Putnam. Let me go back again to when the controls went into 
effect. In January 1951, the cost of living had gone up about 8 per- 
cent since Korea. Since January 1951, which 1s now a year and a 
quarter, it has gone up only 2.8 percent total. It is just under 11 per- 
cent total since Korea. : 

Wages have not kept up with that rise m the cost of living. They 
did not go up nearly as fast after Korea. So, some wages have been 
adjusted during 1951 to catch up with the cost of living. 

But actually, from Korea to now, they have both gone up about 11 
percent. Eight percent of that was before we ever got any inflation 
program at all. We have held it to about 3 percent in the year and a 
quarter that we got into it. That is tighter than during the war, when 
we were supposed to have very tight controls and subsidies. 

Mr. Wurrren. We also had tremendous pressures for production 
and had many more people in the military forces, and had a great 
many problems during the war that do not exist today. 

Mr. Putnam. We have a lot of them now. We do not have these 
days the element of sacrific that goes along with it. You have got to 
do it more by regulation and less by sacrifice than you had during the 
war. Lam justa Johnny Come Lately inthis. I did not get here unt! 
December, but I think my predecessors did a very good job with it; | 
think my associates have carried on with it and done a job. 1 think 
we have held things down. I know the public thinks not, but actually 
we have. A few outstanding wage rises get publicized, but hourly 
earnings have not gone up any faster than they did during the war. 

Mr. Wuirrten. | am not trying to say that you let one swing out 
of line faster than the other.’ I think the record will show that you 
made the same kind of showing with both regen and wages. 

Mr. Purnam. The horse was out of the barn when we got in. We 
have held it down since then. 

Mr. Wurrren. Have not conditions caused that? As a matter of 
fact, you have not had your hands on anything. You have approved 
practically everything that has been done. 1 think it would be hard 
for you to prove you have held it down. You might be responsible 
for a 5-percent increase. 

Mr. Furnam. I will leave that to Governor Arnall in a little bit; 
ask him if he approves everything. I have seen the number of price 
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requests that come to him every day that are turned down. We do 
turn them down. The ones who come in and ask for approval nat- 
urally, most of them are approved, because people are sending those 
requests in under the regulations. They do not usually send in some- 
thing that they know is against the regulations. You cannot tell 
how much you have really stopped, because you do not know how 
many erimes are prevented by the policemen being on the streets. 


CONTROL OVER CONSTITUENT ORGANIZATIONS 


Mr. Wurirren. Do you go to OPS or the Wage Stabilization Board 
and say, “All right; what is your workload?” Then after you find 
out the workload, do you decide on the number of people that are 
necessary to handle that workload? Is that the way you arrive at this? 

Mr. Purnam. I arrive at it the other way around. I follow the 
example of my predecessors, who set this thing up, in the fact that 
I say to each of them, “You have a job to do.” I delegate the respon- 
sibility for carrying out the job under policies of mine. They figure 
what is needed, and I go over that in terms of program review, and 
we allocate them money within what you give us—the money to do 
the things that they need to do. I do not supervise their detailed 
operations. I do not even tell them where they should have offices. 
They tell me that. I can tell them that there is only so much money. 

Mr. Wurrren. Mr. Putnam, I have been on the Appropriations 
Committee for many years, as have these other gentlemen. What you 
are saying sounds as though you just come down here and get a melon, 
and then you cut it up and divide it out. “This is how much money 
we have. You can hire folks up to this amount, whether you have 
any work to do or not.” 

It might interest you to know that we are making a study of this 
organization, and that is the way it looks out in the field. There is 
no relationship between workload and number of people. You assign 
to the OPS and to the others so many positions for a given oflice 
even though it is only 35 miles from some other oflice. 

You have assistants to the assistants to the assistants. You have 
economists and analysts, and so forth, even though the workload after 
these many months shows that they do not have work for these people 
todo. That is what the record is going to show in OPS and what it 
does show in the reports that are before the committee. I am just 
trying to find out how much responsibility you have for that situation. 

Mr. Purnam. Of course, I have got to take responsibility for all my 
agencies. But I do not go into that in detail. 1 trust them to do the 
best job they can. 

Mr. Wurrren. You just tell them how much money they may have 
and turn them loose ¢ 

Mr. Purnam. I go over their budgets with them, in terms of the 
programs proposed. I have been on your side of this situation in 
Government. Ihave been a mayor. I know something about budgets. 
1 am much more used to sitting on your side of the budget table than 
on my side. 

Mr. Wurrrten. I would like to see where you or your predecessors 
have asked the OPS or the Wage Stabilization Board or any other 
segment of this top agency as to their workload, as to their average 
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salaries and grades, as to whether or not they are not top-heavy with 
high-priced personnel. I would like to see the record where you have 
ever asked or your predecessors have ever asked for that information. 

Mr. Purnam. I do not do that, sir, on the record. Perhaps I should. 
I am not used to this size of Government, perhaps, in that way. I do 
those things the way I have always operated. I personally talk with 
them and say, “Look here, fellows, let us sit down and discuss this.” 
I do not do it by writing letters. 

Mr. Wuitren. Have you written any regulations for the purpose 
of controlling your own agency. 

Mr. Purnam. I have a book of regulations, of general orders on 
organization and administration. 

Mr. Wurrtrten. On the workload, on the number of people in offices, 
and so forth? 

Mr. Putnam. Not in detail, no. 

Mr. Wurrren. Do you not think we had better take some time off 
and permit you to write some regulations for the operations of your 
own agency ¢ 


FUNCTIONS OF ADMINISTRATOR'S OFFICE 


Mr. Suearer. Mr. Whitten, the basic functions of the Office of the 
Administrator of ESA are policy formulation and review, and co- 
ordination of stabilization policy, involving not only the operation 
agencies of economic stabitinetion, but attempting successfully to 
coordinate stabilization policy as it is exercised by other agencies 
of the Government, programs which have a direct bearing upon the 
stabilization objectives. For that purpose a very small staff is pro- 
vided for the Office of the Administrator. Insofar as administration 
is concerned, the function is again limited to one of setting standards 
and providing general policies in the personnel field, in the budget 
field, and so forth. 

There is necessarily a reliance on the operating agencies, each of 
whom has a very large job to do, to live within the framework of those 
general policies, to develop their own programs, their own organiza- 
tion structures. And while there can be a general review of budgetary 
and personnel requirements, it can be done only in exceedingly genera! 
terms on the occasion either of the preparation of a budget or the 
allocation of an appropriation. 


REPORT ON OMAHA DISTRICT OFFICE 


district office in Omaha, Nebr. I do not mean to indicate by men- 
tioning these two or three offices that this does not prevail elsewhere. 
We have had time to go into only a few. In fact, the indications 
are that it prevails in all of the offices. 

This says: 


Mr. Wuirren. For instance, let me show you what is going on in the 


The payroll is inflated by such employees as an administrative assistant to 
the price executive, whose activities bear little, if any, relationship to his 
officially designated duties, and an information specialist whose position appears 
superfluous. Employees have been recruited to conform to a standard staffing 
pattern (i. e., authorized personnel ceiling) developed by the regional office 
without regard for the actual workload in the district office. It is apparent 
that the standard staffing pattern presupposed and was designed to meet a 
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condition of commodity shortages and price measures. This anticipated condi- 
tion Which might have induced widespread demands for price adjustments has 
failed to materialize in Omaha. No attempt has been made to readjust the staff- 
ing pattern in this office to the existing workload. Overemphasis on specializa- 
tion and overlapping of duties have contributed to this overstaffing. 


BUSINESS ANALYSTS 


The employment of 15 business analysts, in addition to the price executive and 
his administrative assistant, results in an organization top-heavy with high- 
salaried personnel, Analysis by the staff indicates that a considerable portion of 
the work of these business analysts is of a clerical nature and involves no 
analytical function for which a highly trained specialist is required. 


The recommendation of the staff is for the elimination of at least 
seven business analysts in favor of lower-grade personnel. Under the 
heading “Attorneys” they say : 


Separate legal staffs under the director of enforcement and the district counsel 
result in a duplication of duties and overstaffing. The district counsel and his 
two assistants are responsible for all legal phases of the OPS program except 
enforcement. The district enforcement director and his legal staff, consisting 
of two trial attorneys and two commodity attorneys, are concerned only with 
the legal aspects of enforcement. The major portion of the work of these two 
staffs involves the interpretation of the same OPS regulations. Economy and 
efficiency would dictate that these legal staffs be combined. 


Did you know that? 


OPS ENFORCEMENT ORGANIZATION 


Mr. Purnam. I knew this latter point. It is related to a matter 
that has caused a great deal of thought among us, and that is the extent 
to which enforcement should be separated from the other operations 


of the office. 

I do not want the same judge and jury. 

Mr. Wuirren. Judge and jury—I thought the courts in the final 
analysis determined the penalty. 

Mr. Purnam. They do in the end, but we do not want to make 
unnecessary troubles with enforcement work. 

Mr. Wurrren. I do not think so either, but you have two lawyers 
passing upon the same situation. 

Mr. Purnam. They may be the same kinds of problems, but they are 
not the same situations. 

Mr. Wuirren. One says what the regulation means and the other 
prosecutes under the re rulation. The primary functions of both are 
the interpretation of OPS regulation ? 

Mr. Purnam. They are not the same people. 

Mr. Wuirren. The complaint here is that they are not the same 
people. 

Mr. Purnam. They are not saying those things on the same prob- 
lems. You are enforcing against one group of people and there may 
be another group that may be coming in and asking questions. 

Mr. Wuirren. One fellow will come in and ask—What do you 
mean ’—and a set of lawyers will tell him, and he will act on that, 
and then another group of lawyers will come in and say—No, I am 
going to prosecute you for doing what you have done. One set of 
lawye ‘rs says—This is what the regul: ation means—and by having an- 
other set. of lawyers to pass upon the violations they might say that it 
does not mean that at all, and therefore they are going to prosecute. 
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I am showing you that you are meeting yourself coming back when 
you say that you simplify things by having two sets of lawyers to 
pass upon regulations. 

Mr. Purnam. I do not think that is the fact. I would rather you 
asked Governor Arnall about that, because they are his people basi- 
cally. 

Mr. Wurrren. They are. I am trying to find out to what extent 
you are responsible. 

Mr. Purnam. I am responsible for having accepted the broad idea 
that enforcement is a separate administrative problem. He and I are 
both working to improve enforcement and compliance organization. 
We are both fairly new at this job. Some things we do not like. 

Mr. Wuirten. I am not holding you personally responsible. I am 
talking about your organizational functions. 

Mr. Purnam. The enforcement set-up when I first came here seemed 
to be to be separate. I think that it sould be somewhat separate. I 
know that is the way the Governor felt, and we discussed that at one 
time, and we are moving toward closer coordination of that. There 
are reasons for separating enforcement from the other day-to-day 
work of an OPS office. 

Mr. Wuirren. You do not use the regular district attorneys in the 
Federal courts? 

Mr. Purnam. We must use people sworn in. They are Department 
of Justice people, but they may be working out of our offices. 

Mr. Wuirten. So, in addition to your two sets of lawyers the Gov- 
ernment has the Department of Justice’s people. 

Mr. Purnam. They are under the direction of the United States 
attorneys but on our payroll. They are in the appropriation that 
we are asking for here. 


ROLE OF DISTRICT ECONOMIST 


Mr. Wuirren. I have just been picking offices here, there, and you 
der, and there have been none that did not come out about the same 
way. 


ECONOMISTS 

Omaha employs two economists charged primarily with responsibility for 
processing of price adjustments and the interpretation and application of price 
stabilization regulations. Examination of the approximately 30 price adjust 
ments, authorizations, and determinations processed by the Omaha economists 
indicates that the regulations, instructions, and criteria established by the 
national office dictate the conclusion of the district economist. The limitations 
imposed by the national office preclude any independent analysis or conclusion 
by the district economist. 

If you preclude any such independent analysis at the district level, 
why have the people there ¢ 

Mr. Purnam. | wish some of these questions you would ask the 
people who know more of that particular phase of it than I. 

Mr. Wurrren. They will have the answer ¢ 

Mr. Putnam. I hope they will. 

Mr. Wuirren. I am just trying to find out. 

Mr. Purnam. I am not trying to pass the buck to them. I am 
generally responsible for all the things in my agency, but 1 am not 
familiar with the detailed operations of the offices. 
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DUTIES OF ADMINISTRATIVE ASSISTANT 
Mr. Wuurren (reading) : 
ADMINISTRATIVE ASSISTANT TO THE PRICE EXECUTIVE 


The Omaha staffing pattern provides for the employment of an administrative 
assistant to the price executive at a salary of $7,040 per annum. The job 
description of the incumbent consists of a lengthy recitation of highly speeialized 
duties and responsibilities, such as formulating policies, administration of price 
regulations, planning surveys and research projects, and initiating general 
manufacturing surveys. An analysis of his actual work reflects that his time 
is occupied with various internal clerical and administrative details unrelated 
to his position specifications. 

You still do not know about that? 

Mr. Putnam. I do not know. 


PUBLIC INFORMATION 
Mr. Wuirten (reading) : 
INFORMATION SPECIALISTS 


The Office of Public Information, in addition to the information officer and 
clerk-stenographer, employs an information specialist at a salary of $5,940 
per year. His principal responsibility consists of contacting and explaining 
the OPS program to clubs, organizations, associations, and other groups. A 
considerable portion of the working hours of the district director, counsel, 
price director, enforcement director, and business analysts is devoted to these 
activities. The regional information officer claims the information specialist 
is required to counteract the adverse publicity of an Omaha newspaper which 
is opposed to OPS. 


Mr. Purnam. May I say in general that I do not know about 
Omaha, but I think one of the very important parts of our job is the 
securing of public understanding and public cooperation with these 
regulations. We are not a great body of policemen. Our total en- 
forcement is almost negligible. This has to be a program that the 
people cooperate with, and they cannot cooperate unless they under- 
stand it. I think the public information we do is much more im- 
portant than the enforcement. It is a form of voluntary compliance. 
It is the getting of the people to work with us, and it is not only 
just getting them to obey the regulations, it is getting them to work 
on the whole problem of stabilization, which means saving money, 
and not buying things that are unnecessary. All those things help 
to keep prices down just as much as regulations do, and public infor- 
mation 1s a very important part of our job. I do not know about 
Omaha. I do know in general that public information is an impor- 
tant part of the price-stabilization job. 


AVERAGE SALARY 


Mr. Wuirren. I would like for the record to show what percentage 
of your people are above $5,000 in salary. I would like for you also 
to show what the average grade and salary of your people is through- 
out the whole organization as compared with the average in other 
governmental agencies. 

Mr. Purnam. We can insert that for the record. 
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Forty-nine and two-tenths percent of the eniployees of the Economie Stahi!- 
ization Agency are at the annual salary rate of $5,000 or above. The average 
salary, general schedule grades, is $5,179. Comparable averages for other Fed- 
eral agencies, selected at random, are as follows: 


ne REL TLE ALAA ORAS Oo ERNE $5, 467 
ee eS let Rl RS cel IR nd ME eR RE EE ae 5, 872 
Veterans’ Administration 3, 719 
Securify and Exchange Commission 5, 918 
Federal Civil Defense Administration x 6, TS9 
Civil Service Commission 4,417 
Federal Communications Commission : ; 5, 181 
General Accounting Office 4, 664 
National Advisory Committee for Aeronautics__________-_ Pine Pak OEE LES ELS 5, O76 
Reconstruction Finance Corporation 

Tennessee Valley Authority______- 

Civil Aeronautics Administration__ 

Maritime Activities, Department of Commerce 

Federal Bureau of Investigation 

Hivers and Harbors Flood Control, Department of the Army__---------- 4, 956 
Department of State (salaries and expenses) 


Mr. Wurrren. I do not mean to belabor this point, but sentas- 
mately the same information applies to the Birmingham district of- 
fice. It applies to the Grand Rapids office and each office where there 
has been anything like this kind of an examination. 

We will take that up later when the OPS is before us. 

Mr. Purnam. I am not trying to duck responsibility, but I think 
you will get better answers from ‘Governor Arnall, for he and his staff 
are much closer to field operations. 

Mr. Wuirten. I wanted to know if you knew about this and 
whether under the set-up you were doing what I said, allocating the 
money out to them, or whether you were saying how much “they 
needed and helping to arrive eata policy on how they should be run. 

Mr. Purnam. Since I came in there has not been any serious budge- 
tary question until the request for this budget, and my own people 
have been going over this carefully with the Budget Bureau. I have 
not yet made an intial allocation of appropriations s within the Agency. 
That was done for 1952 before I came in. 

Mr. Wurrren. This is your first melon. 

Mr. Purnam. As I I said, my experience in Government before was 
always on the other side of the table as a mayor trying to make sure 
that all requests which were made were justified. 

Mr. Wurrren. As mayor it was hard to cut down on the number of 
employees in an election year? 

Mr. Purnam. I found it hard to cut them down at any time. 

Mr. Wuriten. That has been my observation, also. 


EFFECT OF AMENDMENTS TO DEFENSE PRODUCTION ACT 


Mr. Wuirren. Turning now to the present law which is before 
the Congress for continuation of your agency. Have you maamied 
what changes have already been made or contemplated, and what ef 
fect they might have on your over-all operation ? 

Mr. Purnam. We have studied what the effect of the Senate bill 
and the House committee recommendations might be. The things 
that happened yesterday we have not had time to study. Some of 
them might be quite drastic. We have studied the others, though, 
and as a matter of fact, most of the changes are changes that may 
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actually cost more, or make it harder to administer than otherwise. 
We may have to have more people to watch and carry out the regula- 
tions, in other words. I do not think any change in the House com- 
mittee bill, or the Senate bill would change this appreciably. 


COORDINATION 


Mr. Wuirten. I believe that I have already covered the question 
as to coordinating the activities of the wage and salary boards with 
price operations. I believe that you stated earlier that your efforts 
were to keep them in line. 

Mr. Putnam. To keep them both down, but to keep them both in 
line. 

There has been a great deal of talk about the steel case as being 
completely uncoordinated. That has not been so. 

The trouble with the steel case was—and this goes back to Mr. 
DiSalle’s time—and he showed to us from all the rules that had been 
given to him, that no matter what wage increase was given to the em- 
ployees of steel, the steel industry would not be entitled to a price 
increase. Their profits were so high. There was no lack of knowl- 
edge on either side. 

Mr. DiSalle and Mr. Feinsinger and I would meet together quite 
frequently on the steel case. It was one of the things we discussed. 
The problem was largely the fact that perhaps the steel industry did 
not like the rules and did not want +e bound by them. You can 
label it lack of cooperation, if you like. 

Mr. Wurrren. You subscribed to the view that regardless of the 
wage increases that might be allowed, or how much the costs went up, 
you had a right to look into the profit situation and if they were still 
making enough profit, in your judgment, they would not be entitled 
to price relief to offset increased costs ? 

Mr. Putnam. I would not say that. It depends upon the situa- 
tion, and the application of pricing standards held to be generally 
fair and equitable, as required by the act. 

Mr. Wuirtrten. So, if in this instance the rising cost could nof be re- 
flected in an increased price for steel, you are saying that in all such 
cases you had the power to go ahead to the question of profits and from 
that determine whether increased costs should be reflected in the price ? 


INDUSTRY EARNINGS STANDARD 


Mr. Purnam. We have a general rule on prices; it was adopted 
from the OPA rule that was tested in the courts. It says in effect— 
and this is a paraphrase of it—that if under the excess-profits law— 
what Congress says are excess profits—the industry’s profits are up in 
the excess brackets, then that industry ?s not entitled to come in and 
ret. a price increase to reflect a cost increase; but when they get down 
Eien the excess-profits brackets, they are. It was a rule that was made 
during the war. It was a rule tested in the courts and approved as 
being fair and reasonable. It isa rule that my predecessor brought out. 
I studied it a great deal when I first came in. I went over it with 
Charlie Wilson very carefully. I told him back in February that now 
is the time to make sure that we are ready to join issue with large 
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economic forces under this rule. We considered it thoroughly, cou|:| 
not find any better rule; I will put it that way. 

Mr. Wurrren. You may be right as to what the course should be, 
but the thing that strikes me is that Mr. Wilson last year, in complain- 
ing about the Capehart and Herlong and other provisions of the law, 
stated that they did require him to pass on increased costs in the sale: 
price, which is completely foreign to the statement that you just made. 
Not only that, he also admitted that in the absence of passing on those 
increased costs, he would have pushed them back onto the origina! 
producer. I do not see how the two theories fit. 


CAPEHART AMENDMENT 


Mr. Purnam. The Congress, over the objections of ourselves, passed 
this Capehart amendment last year, which said that any cost up to 
July 26, 1951, should be passed through. It is not my idea of the way 
that we run our American economic structure ordinarily. I am a 
machinery manufacturer and 1 know semething about business. | 
have had to meet a payroll. Also, 1 run company that has not missed 
a quarterly dividend since 1919, so we seem to have met payrolls and 
yaid dividends. We do not pass on our costs in business, all of them. 
Ve constantly find better and cheaper ways of producing. That is 
why our standard of living has gone up. That is the lifeblood of 
competition. 

Mr. Wurrren. I was just going back to the law. I understand that 
the chief complaint was that the Congress wrote into the law that 
increased costs had to be passed on in any regulaton, or ceilings that 
you might put on prices. 

Mr. Purnam. No; only up toa point. It was up to a certain date, 
July 26, 1951. We do feel that just because costs are going up that 
does not necessarily mean that there should be a price increase. It may 
or may not, and it may depend upon whether your other costs have 
come down and whether you can absorb them. Industry is absorbing 
a certain amount of them through new methods all the time. That is 
why we have built up the highest standard of living in the world. 


AREAS OF ECONOMY FACED WITH INFLATION 


Mr. Wurrren. What areas of our economy now, in your judgment, 
are faced with the heaviest inflationary pressures, and what are your 
plans to combat them if the law passes substantially as it now is? 

Mr. Purnam. The heaviest areas are those in the defense picture— 
the metals and things made of metal, the machinery and the electrical! 
apparatus, and also food. Food is at its peak, and rents have moved 
up substantially, particularly where free of control. ‘Those are the 
things. 

I do not think that it is possible for us to push prices back. Con- 
gress would not like it and neither would anyone else. Our job is to 
try to hold them from going up from here on. We have our plans. 
That is what we are coming in here for money for, to do just that, 
to hold them. The pressures are there in those two broad areas of 
food and heavy goods that are tied in to defense work. 


psye 
what 
was 

were 


som 
now 
pret 
cont 
yea 





457 
ELIMINATION OF CONTROLS 


Mr. Wurrren. In your opinion, when can we do away with price 
and wage controls? 

Mr. Purnam. I will have to put a lot of “ifs” in there. There is 
an “if” about the international situation. The biggest “if” is people 
psychology. The great scare after Korea about scarcity of goods is 
what pushed prices way up. It was not an economic situation. There 
was not a budget deficit then; there was a budget surplus. ‘There 
were all the economic reasons for having things stay calm, but people 
were scared. ; 

Now, if people should get scared again, we could have tremendous 
economic pressures because they have more savings than they had 
before. The economic reasons are for inflation. 

If popular psychology stays as it is now, I envisage—well, we have 
already begun to relax regulations and we are going to experiment 
some more with relaxations. I have felt that about a year from 
now we should, barring a change in the international situation, be 
pretty well ready to get out of this thing. I have always wanted the 
controls extended for at least a year. I think during this coming 
year we can do a great deal more relaxing than we have already. 


EFFECT OF 8-MONTH EXTENSION 


Mr. Wuirten. What do you think about continuing contract for 
8 months on the theory that the people themselves will speak in 
November as to the Presidential and congressional make-up ? 


Mr. Purnam. My thought about that is that basically the will of the 
people should control. I do not know nearly as much about Con- 
gress as you do, but it would seem to me that with the new Congress 
and a new President coming in, that a time as early as the end of 
February would make it almost impossible for them to take any action 
either way. The risk is great. I think you can see from the attitude 
of all of us who are administering these controls that we are attempt- 
ing now to relax them, and we will continue to relax controls just as 
fast as we think it is safe. But I would prefer to see it the other 
way round and let Congress, if they feel we are not relaxing fast 
enough, or if they feel that these things should be stopped, take that 
action just as quickly as they can take it. I think that you would be 
putting pressure on a new Congress that would be very difficult for 
them. They would have to meet a deadline very quickly. If there 
is a mandate of the people to abolish all these things, Congress can do 
that very fast. If Congress comes in with a mandate, or no mandate 
on this thing, but feeling that it will peter out gradually, having a 
deadline of a couple of months after Congress convenes would make 
the law almost unenforceable because people would stop selling things. 
They would say that “the law stops in 2 months and we will hold our 
stuff off the market,” and that would dislocate the economy. I think 
it is much better to let it go to June 30, for there remains with the 
Congress the power to rescind it at any time. 

Mr. Wuitren. What do you think about extending the law but 
just giving you enough money to run for a few months and taking 
another look later? 
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Mr. Purnam. Actually, will Congress do that for us? You know 
more about those things than I do. 

Mr. Wuirren. We may not give you the money, but the money 
would be simpler to get than rewriting the law. 

Mr. Putnam. I would hope that you would not do that. I think 
that you would give those of us who are in charge of the administra- 
tion of this an almost impossible task, because actually if you only 
gave us so much money you would have to say that we could spend 
it up to that point, and I think that you would give us an impossible 
problem after that. I think it is easier to have Congress have the 
negative rather than positive attitude after a new Congress has come 
in. I do not know congressional action as well as you. 


INVENTORIES 


Mr. Wuirren. How do inventories in the country today compare 
with those of a year ago? 

Mr. Carian. Generally speaking, Congressman, inventories have 
been fairly stable during the last year. They have been running at 
about $70 billion. That is the book value of inventories. There has 
been a decline in retail inventories—a rather substantial decline. It 
has been offset by an increase in manufacturing inventories, mainly 
in the field of those industries connected with defense. 

Mr. Purnam. The consumer goods inventories are probably down 
and the defense inventories are up. 

Mr. Capitan. The retail inventories are,down about 10 percent—$2 
billion in the last year. 

Mr. Purnam. Meaning that we are not under great inflationary 
pressure today, but we could become so very quickly. That is the 
fear that I have. 

Mr. Wuirren. That may be the only justification for some of these 
big office staffs you are requesting—the fear of what might happen. 
I cannot see, and I do not think that you have done anything to make 
me see, that there is any need for continuing on this large scale unless 
it be that the situation might change in the future. 

Mr. Purnam. I think that is a part of it. I think there is more 
need than you do for the offices just as they are. The thing that I feel 
is that we are in a room chock full of shavings and someone could drop 
a match in there at any moment. We saw what happened after Korea 
when prices went up 1 percent a month—the price of living—and spot 
market prices went up 46 percent. 





RAILROAD AND AIRLINE WAGE BOARD 


Mr. Wurrren. What is the need for the function of the Railroad 
and Airline Wage Board? Why can they not be handled by your 
Wage and Salary Stabilization. Boards ? 

Mr. Purnam. They were until Congress separated them last year 
and said that we had to have a separate board. Mr. Bortz is here; 
he is Chairman of that Board. That is one of the parts of our agency 
that has worked most smoothly. Congress separated out that item 
last year and said that we must handle railway and airline wage cases 
by a separate board. We have a very small set-up and it is working 
very well and very smoothly. 
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I think that you will find that both the employers and the employees 
will go along and say that this thing has worked very well, indeed. 
That was done by the mandate of the Congress. Mr. Bortz is here, 
Mr. Chairman, of the Railroad and Airline Wage Board. 

Mr. Wurrren. What is your case load? How much work do you 
have to do? 

Mr. Borrz. Our case load when we began last October was about 
321 cases—just railroad and airline cases. Our case load at the present 
time is slightly more than 100. 

Mr. Wurrren. What are the general results of your work? What 
has been your percentage of approval of increases and modifications 
and denials? 

Mr. Borrz. First of all, we have not had a statistical count of precise 
numbers of approvals, modifications, and denials. We operate under 
the regulations. Our Board has adopted the regulations of the Wage 
Stabilization Board and the Salary Stabilization Board since our 
jurisdiction covers employees under the Railway Labor Act. That 
includes some salaried workers as well as those organized in unions. 

So we have to administer the two sets of regulations, and the number 
of approvals and modifications, I would say, approximate those of the 
Wage Stabilization Board in terms of approvals and modifications of 
applications. But I think in connection with that I would like to say 
that we have two well-disciplined industries here, neither of which is in 
the high-profit areas, so that the tendency which might be present in 
certain others areas of the economy to grant or agree to large wage 
increases is traditionally not the situation in either the railroad or the 
airline industries. ‘The conservatism on the part of management has 
tended to keep most of the applications within the regulations. 

Mr. Purnam. I think also you are dealing with well-organized in- 
dustries that are used to regulations and understand them and they 
do not come in with requests that are not substantially in accordance 
with the regulations, be Heda with. Their decisions come through me 
for approval also. 

Mr. Bortz. There is a lag in wage adjustments generally in both the 
railroads and airlines. It is not the leader type of industry with 
respect to wages, but rather follows general industrial wage develop- 
ments. 


COMPARISON WITH 1952 FISCAL YEAR 


Mr. Forp. Mr. Putnam, when did you take over the responsibility 
that you now have? 

Mr. Purnam. December of 1951. _- 

Mr. Forp. You have nothing to do personally with the preparation 
of the budget for the current fiscal year ? 

Mr. Purnam. The one that we are operating under now, I had 
nothing to do with that. 

Mr. Forp. The budget was prepared while Mr. Johnston was in 
office ¢ 

Mr. Purnam. That is correct. 

Mr. Forp. The staff that prepared that budget is approximately the 
staff that prepared this budget ? 
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Mr. Purnam. Approximately that staff, yes. There have been sone 
changes. Mr. Posner is new. 

Mr. Forp. The record shows that the current budget when presente 
to the Congress called for an appropriation for the office of the Ad- 
ministrator of $650,000. The Congress in its wisdom, or lack of it, 
appropriated $500,000, and the request for the coming fiscal year is 
$465,000. 

Now, the budget for the Office of Price Stabilization also comes 
through your office, 

Mr. Purnam. That is correct. 

Mr. Forp. The budget for the current fiscal year for the Office of 
Price Stabilization as presented to the Congress totaled $105,500,000. 
The Congress substantially reduced that budget so that you are now 
operating on a budget calling for $69,430,000, or a reduction of 
$36,070,000. 

Your budget request for the next fiscal year for the Office of Price 
Stabilization is $68,420,000; a reduction from the request for the cur- 
rent fiscal year of $37,080,000. 


PERSONNEL HANDLING BUDGET 


Mr. Forp. The Congress, because of the same personnel handling 
the budget, wou'd expect the same method of preparing the budget 
for the coming fi:cal year. 

Mr. Suearer. There has been considerable change in the personne! 
assigned to not only the preparation of the budget, but other persons 
with responsibility related to it, not only in the Office of the Adminis- 
trator, but significant changes have occurred in the operating agencies 


also in that respect. 

Mr. Forp. This is a rather hard question to answer. 

Mr. Purnam. I am not sure that I have your question yet. 

Mr. Forp. I want to know whether there were similar personnel in 
volved in the preparation of the budget for the current fiscal year as 
for the budget for the coming year? 

Mr. Purnam. As Mr. Shearer pointed out, some are the same and 
some are different, at the top. Mr. Shearer, for instance, is in charge 
of operations for me, and his assistants, Mr. Mills and Mr. Posner 
none of them participated in preparing last year’s budget for the 
office of the Administrator. 

Mr. Forp. In your estimation, have you made an improvement in 
the personnel who prepared the budget, over those who prepared it for 
1952 ¢ 

Mr. Putnam. I think they are as good. Some of this was an i! 
voluntary change; and some of it was a voluntary change. M) 
Johnston took some people away with him. 

Mr. Suearer. May I suggest, Congressman Ford, that I think the 
explanation of the difference in the figures a year ago and the actual! 
expenditures, compared with the figures today, does not reflect person 
alities and the quality of the civil-service personnel who had thie 
responsibility for preparation thereof, but rather reflects the difference 
in the circumstances and in the anticipated character and volume of the 
work in the program. There have been quite significant changes in tlie 
conditions to which this program was addressed in the last year. 
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Mr. Forv. Since December of 1951, Mr. Putnam, have you had 
complete control and jurisdiction over the budget and the operation 
of the several agencies under the Office of Economic Stabilization ? 

Mr. Purnam. That is correct. 

Mr. Forp. You consider yourself responsible for the method by 
which these agencies have been operated ? 

Mr. Purnam. In general, yes. I have operated under the same 
theory that my predecessor did, of delegating operating responsibility 
and keeping 1n my hands the general policy and coordination not 
only within the agency, but with the other agencies, such as the Federal 
Reserve, the Treasury, and the ODM. That is what I consider to 
be my job. 

I think the size of my staff, compared with the others, shows that 
they are operating as relatively independent agencies. 

Mr. Forp. So although you did not help prepare or approve the 
budget for the fiscal year 1952, you have had authority over the 
expenditures thereunder ? 

Mr. Purnam. I have had one reallocation of funds under that my- 
self, but no major changes have been made. 


REDUCTIONS IN 1953 BUDGET 


Mr. Suearer. If I may interject, there have been readjustments in 
the planned expenditures to lower levels than were authorized by the 
Congress in the appropriation. 

Mr. Forp. Do you think you have had too much money to spend 
during the current fiscal year for the job you have been assigned ? 

Mr. Purnam. No. As a matter of fact, this committee last year 
envisioned a larger budget. It was later cut, but this committee rec- 
ommended a budget which would bring us up to 24,000 employees. 
We only reached 17,000. 

This budget we give you now comes down as a gradual reduction, 
Last year we were building up all the time. We have a higher staff 
now than we had when my predecessor was in here with the budget. 
If we were going to maintain our staff at the present level we would 
need a larger budget than we had last year, because it was building up 
during the year. We plan to do some cutting or scaling down during 
the year. Our budget presupposes that. 

Mr. Forp. The Office of Price Stabilization got along last year on 
$36,070,000 less than the budget figures indicated you needed a year 
ago? 

Mr. Purnam. That is true. 

Mr. Forp, Have you had any untoward effects? 

Mr. Purnam. No. I think I can answer that by saying that there 
has been great public cooperation. Their fears have been allayed. 
We did not know that last year. There was a great deal of “buying 
seare” still around then, though it had actually stopped at the time 
of coming up with the budget. We were not sure it would stay 
stopped. There has not been the lining up to buy things, as there 
was after Korea. 

I think we have been very fortunate with public understanding 
and cooperation. Maybe we have had something to do with that. I 
will say that we have tried. I do not want to say we did it all. 
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If anything should arouse public fear, we would be in a bad way 
now. If there is not an arousing of public fear, we can go right on 
with our relaxation program as starte 

Mr. Forp. Mr. Chairman, with that background, T shall defer until! 
we come to Mr. Arnall, to discuss some of the individual offices. 

Mr. Wuirren. We thank you, sir. 

Mr. Purnam. Thank you very much indeed. I appreciate your 
staying in on a Saturday morning to listen to all of us. 

Mr. Wurrren. Well, we have the same problem that you do of try- 
ing to get through. It is hard to get it all done. 


SaTuRDAY, JUNE 21, 1952. 
OFFICE OF PRICE STABILIZATION 
WITNESSES 


ELLIS G. ARNALL, DIRECTOR 

HARRELL T. VANCE, DIRECTOR OF MANAGEMENT 

EDISON MONTGOMERY, ACTING BUDGET DIRECTOR 

BEN POSNER, BUDGET ADVISER, ECONOMIC STABILIZATION 
AGENCY 





Object classification 1951 actual | 1952estimate 1953 estimate 


ALLOTMENT TO OFFICE OF PRICE STABILIZATION 


01 Personal services 


Permanent pasidtanie 
Part-time and temporary positions 


Regular pay in excess of 52-week base 


Payment above basic rates_- 


Total, personal services- 
Travel 


$10, 147,029 | 


391, 272 


451, 794 | 
“10, 990, 095 | 


949, 333 


7, 816, 851 
95, 784 


222, 372 


601, 919 | 


, 736, 926 


3, 350, 000 


$57, 792, 200 
60, 000 

222, 300 
472, 800 


, 547, 300 
3, 800, 000 


Transports ation of things 302, 446 | 393, 500 | 243, 000 
Communication services . ‘ 510, 257 , 551, 700 , 443, 000 
Rents and utility services _- ; 3, 784 | 14, 200 15, 000 
Printing and reproduction 1,181,715 , 741, 000 , 887, 900 
Other contractual services ’ Ras | 394, 152 564, 400 528, 5) 

Services performed by other agencies ecabe ‘ m 455, 020 | , 114, 500 611, 500 
Supplies and materials----_- r i ‘ | 1, 518, 289 | 992, 200 805, 100 
Equipment. -_- ; 6, 147,461 | 519, 300 166, 000 
Refunds, awards, and indemnities : Aa ee 4 1, 200 = 
Taxes and assessments 451, 074 372, 700 


Total obligations. -.-_._- 22, “520, 979 | 69, 439, 000° 68, 420, 000 


Steeles 








Mr. Wuirren. Governor Arnall, we are glad to have you here. 
We understand that you have not been with this agency too long. 
For that reason, much of the operational set-up has been in existence 
much longer than you have been the head of the agency. We wel- 
come you here, however, we want you to feel free to turn to such 
of your stuff as you wish, if we go into matters that occurred before 
you became Director of OPS. 

We should be glad to have any general statement you wish to make. 


GENERAL STATEMENT 


Mr. Arnati. Thank you very much. 
Mr. Chairman and members of the committee, I very much appre- 
ciate the opportunity to appear before you today to present my views 
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on the budget request of the Office of Price Stabilization for the next 
fiscal year. 

I should like to start by saying that I have personally reviewed 
the figures in the budget before you for the purpose of satisfying 
myself that they could be justified fully in the light of present con- 
ditions. I regard it as one of my primary responsibilities to insure 
that this agency is run as economically as possible so that the load 
on the American taxpayer is held to a minimum. My strong per- 
sonal concern for this problem is reflected by the action I took as early 
as last March to restrict the size of OPS personnel. Although funds 
were then available to build our staff to a total of 14,500, I directed 
that the employment goal be reduced so that it would not exceed 
12,500 persons. 

Actually, the greatest figure we have had since I have been here 
has been 12,263, which figure has been reduced some since that time. 


FURTHER REDUCTION PLANNED 


In considering our requirements for 1953, we have planned a further 
reduction in employment to be carried out gradually during the course 
of the year. Thus, the budget before you calls for a reduction in staff 
from the May 31 level of 12,129 to approximately 10,750. 

In the absence of unforeseen changes in the economic situation, I 
believe that the funds requested in this budget will permit us to 
discharge our responsibilities effectively during the coming fiscal 
year. To do this, however, will require continuing efforts on our 
part to increase the efliciency of our operations to the maximum. I 
believe that the budget which is before you represents a very modest 
price, indeed, for safeguarding the stability of our economy. Let 
me express this thought in terms of the actual dollars and cents in- 
volved. If we succeed in holding down the cost of living as little as 
1 percent under the level it would otherwise reach, we shall save 
the American public about $2 billion a year or about $14 for every 
man, woman, and child in this country. In contrast, this budget re- 
quest calls for $68,420,000 or only about 45 cents per capita. Nor do 
these figures take into account the savings to the Government and the 
taxpayers in holding down the cost of the defense program. 

In short, I think that we can agree that this is very cheap insurance. 
Nevertheless, I should like to stress my determination to review our 
operations continually in the light of changing economic conditions ; 
and, if appropriate, I pledge myself to take prompt action to cut our 
expenditures further just as I did last March, when I assumed office. 

In preparing this budget, we operated on the basis of economic 
assumptions set forth in the document that you have before you. 
These assumptions emphasize the necessity for constant vigilance in 
all sectors of American business to preserve price stability. We as- 
sumed also that there will be no major change in underlying market 
conditions; that softness will continue in some areas, but that general 
upward pressures on the price structure will persist. 
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SOFT MARKETS OVEREMPHASIZED 


In testifying before the House Committee on Banking and Cu 
rency in connection with the extension of the Defense Production Act, 
I pointed out that there has been considerable overemphasis in some 
quarters on this matter of soft markets. They are by no means as 
widespread as might be inferred from a reading of some trade pub- 
lications. Prices generally remain close to an all-time high. Pres- 
sures remain strong in most industrial markets such as those for steel, 
copper, machinery, most chemicals, lumber products, and a wide range 
of other items. Prices of many foods are pressing against ceilings. 
The Consumers’ Price Index in mid-May was but one-tenth of an 
index point below its all-time peak. Today, in my judgment, the 
cost of living is at the all-time high. I believe the figures released next 
month will demonstrate that. 

Naturally, within those areas which are soft, 1 plan to push ahead 
vigorously with our policy of suspending coutrols wherever such 
action is appropriate. 


EFFECT OF SUSPENSIONS 


There is one point I should like to emphasize in connection with 
our suspension program. While a suspension of a regulation reduces 
the administrative burden on this agency, at the same time it imposes 
on the Office of Price Stabilization a different kind of responsibility. 
In the first place, the decision to suspend can be made only after a 
‘areful marshaling and analysis of the relevant facts, so that action 
taken is in accord with objective standards and results in equitable 


treatment to all persons. After suspension action has been taken, we 
must keep a careful watch over the markets involved on a day-to-day 
and sometimes even an hour-to-hour basis. If prices on suspende:| 
commodities should suddenly rise—as is entirely possible—we must 
be ready to reimpose controls at a moment’s notice. I do not mean 
to imply that we would need as large a staff for the purpose of keep 
ing constant watch over the situation where a regulation has been 
suspended as we would in administering an active regulation. But 
I do wish to emphasize that the suspension of regulations does not 
divest us of responsibility nor of the need for a staff capable of dis- 
charging that responsibility. The budget before you takes this into 
full account. 

As a matter of fact, when we suspend a regulation it frequently 
happens that the industries affected request us to review that regula- 
tion and revise it, so that if it ever has to be reimposed it will more 
nearly conform to what the industry people think would be fair and 
equitable and one which would be just to all concerned. 

The fact which I want to present to the subcommittee is that when 
you suspend a regulation, not only is there price-watching required 
but frequently it is necessary to revise the regulation. These rev! 
sions can be effectuated with less inconvenience to the public or the 
business concerned when it is not in effect. Many of our industry ad- 
visory committees are requesting us to do that. 

In any event, the budget before you takes that into full account. 
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IMPROVEMENT OF REGULATIONS 


In those areas where controls must be retained, we will have to work 
constantly toward improving our regulations and, where necessary, 
modify them to meet changed conditions. 

It may interest you to know that in many instances where we have 
to change a regulation due to changes in business conditions, we 
modify or revise that regulation from 16 to 20 times. Those revisions 
come about at the request of people affected, from the industry advis- 
ory committees which Congress authorized and directed the agency 
to provide. 

dine of the frustrating things I have found in the adininistration of 
the agency is the time required to perfect a technical regulation. 

For example, when I first was appointed to this place, my next-door 
neighbor, down in my little town of Newnan, Ga., came over to see me, 
and said he was in the butane-gas business. He said we had a regula- 
tion we were working on for the butane-gas people. He wished I 
would expedite it. 

That seemed to be a simple request, so when I came up here I fer- 
reted out the group working on that. We have 750 committees, by the 
way, With 7,500 individual advisers from industry. They are not 
paid, of course. 

Anyway, I found out where the regulation was, and the man in 
charge told me they were working on it, and it would be out in about 
a week. So I wrote to my neighbor and told him it would be out in 
about a week. 

Two weeks later, when I went home, the neighbor was there and 
said, “What happened to that regulation ¢” 

I was surprised that it had not come out. When I got back I asked 
that man in charge and he said: “You know, there were some compli- 
cations about it. Had we put it into effect, under the regulation as 
first written, it would have upset the general practices in the trade, so 
we had to revise it.” 

I wrote the friend it would be another week; and so forth and so 
forth. 

Finally, after about 3 months, when I would go home on the week 
end I would slip in the house, and at night I would not turn on the 
lights on that side of the house, so he would not know I was there. 
Finally we got the regulation out. 

That is just to show you how frustrating it is from a technical 
standpoint to the director in charge, which is inherent in a technical, 
complex operation. The delays just come about. 

This indicates, of course, that we really are hard put to keep abreast 
of our work the way I should like to have it, and give action to people 
who are there asking for attention. 

We now have in process more than 9,000 applications for adjust- 
ments. The longer the lapse of time since the issuance of a regula- 
tion, the more likely it is that some modification will be required to 
conform with changing conditions as well as to remedy the inevitable 
difficulties which arise in the course of administration. In addition 
to these general changes in basic regulations, we must also be prepared 
to entertain and process a steadily increasing load of applications for 
individual adjustments. 
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The longer a regulation is in effect, the more likely it is that cases 
of individual hardship will arise which require relief through the 
adjustment procedure. I am concerned with the load of adjustment 
cases pending in OPS today, and all indications point to an increase 
in this work in the next fiscal year. 


INCREASED WORKLOAD LIKELY 


Although not provided for in the budget, some of the amendments 
which are being considered by the Congress in connection with the 
renewal of the Defense Production Act would also increase our work- 
load significantly. I shall refer only to one of these amendments, 
that which would make the Herlong amendment applicable to all 
regulations issued prior to August 1, 1951, as well as to those promul- 
gated subsequently. ‘This amendment, if finally adopted, would re- 
quire major revisions in a considerable number of regulations. This 
additional work is not contemplated in the budget estimate before 
you. 

That would mean, in order to do it, we shall have to tighten up 
even more, by getting more efficiency and maximum results from the 
staff and money we have. 


ENFORCEMENT ACTIVITY 


Another phase of our program which we must continue to stress 
vigorously during the coming fiscal year is that of enforcement, I 
am sure that I need not explain to the members of this committee the 
urgent need for obtaining the maximum degree of compliance with 
the regulations which have been issued. Without an adequate en- 
forcement program, the honest businessman is penalized while the 
violator benefits ; respect for governmental authority is rapidly under- 
mined; and the value of the entire program is gravely jeopardized. 

In short, I believe that the budget before you reflects a very con- 
servative estimate of our needs for the coming fiscal year. It repre- 
sents in this respect a calculated risk based on our appraisal of the 
economic conditions which are likely to prevail during 1953. If 
economic conditions change so as to increase inflationary pressures, it 
may develop that more funds will be required. In that event, I shall 
ask the President for permission to submit a supplementary appro- 
priation request. Conversely, if inflationary pressures decrease sub- 
stantially, I shall reassess our financial and personnel requirements 
as I did earlier this year. 

I am, therefore, respectfully requesting this committee to give favor- 
able consideration to the budget before you. 

I shall be happy, of course, to answer any questions about the budget 
or about the agency which I am capable of answering. 


EFFECT OF TALLE AMENDMENT 


Mr. Wurrren. Governor, since these budget estimates and the 
request are based upon continuing the present law substantially as 
it is, what effect would the so-called Talle amendment have if it should 
be written into the law ? 





Mr. Arnaty. Congressman, I know that you people are here to do 
the job in Congress to the best of your ability. I am here to try 
to be helpful. Now, then, when it gets to where we cannot get any 
real results, quite frankly, I think we ought not to try to carry on 
price controls as is now done. In my judgment—and I say this for 
the record—if the Talle amendment is adopted, which in effect removes 
from controls food and clothing and everything the farmer buys— 
machinery, feeds, and so forth—and you have only copper and steel 
and one or two other metals left 

Mr. Arnaty. That is right. Here is my view about it. Ifthe Talle 
amendment is maintained in the Defense Production Act, I think 
the Office of Price Stabilization should be completely abolished and 
the operations which are left to it should be transferred to the Na- 
tional Production Authority. Since they control supply, I think the 
small remaining price-control authority ought to be over there too. 

Mr. Wuirren. I am glad to have your views on that. It kind of 
points up a line of reasoning. Under the present economic condi- 
tions perhaps your whole structure is top-heavy and about two or three 
times as large as it ought to be in view of the fact that developments 
have just not come up to what was feared at the time the agency was 
reorganized. 

Particularly is that true in view of the results of some studies made 
by the committee. 

I believe you were present when I pointed out the situation at 
Omaha, Nebr. We have the same thing at Birmingham and Grand 
Rapids, Mich. In fact, in every place we have sent our staff they have 
come back with substantially the same story. 

Mr. Arnau. I should like to put into the record, if I may, what 
I consider to be the effects of the Talle amendment, Mr. Chairman. 

Mr. Wutrren. We should be glad to have it. 

(The information is as follows :) 

The Talle amendment, which was accepted by a tellers’ vote of 146 to 88, if 
passed by roll call, will confine price-control authority to materials under alloca- 
tion or rationing. 

Thus, effective July 1, 1952, it would end price control on all foods, all other 
consumer goods, all fuel, all building materials, all things farmers buy, and most 
things most businessmen buy. 


It would leave price control only on steel, copper, aluminum, some scarce metals 
not generally used, a limited number of chemicals, and a few other materials. 


COST OF LIQUIDATION OF THE AGENCY 


Mr. Wuirren. In the event the Talle amendment becomes law, 
and the Congress follows that course, what about the liquidation cost 
of the Agency? Have you had any occasion to check that? 

Mr. Arnatu. Mr. Vance, who is here, who is the Director of the 
Office of Management, is well versed on that phase of the problem. 

Mr. Vance. Congressman, that would depend, of course, on the 
timing of the liquidation. For example, if the act expired June 30 
and were not renewed, it would take us approximately 6 months to 
get completely out of business. 

First, it would take only a short time to liquidate a very substan- 
tial majority of our personnel, and get them off the rolls. We would 
have to give them notice, make lump-sum payments, and so on. There 
would be a small number of personnel left in the Agency for the dispo- 
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sition of our property, principally the records, and for the termi- 
nation of the various contractual obligations that we have. 

Making a quick estimate, I believe it would cost at least $8,000,000 
to effect the liquidation. 

Mr. ArNALL. I do want to go back to a question which you asked 
me, if I may. You stated that the tans >) which the Congress 
had in mind when it enacted the Defense Production Act had not 
come about. 

Mr. Wuirren. Perhaps I might better say that that is my own 
belief. I cannot speak for the Congress. 


STILL DANGER OF INFLATION 


Mr. Arnau. I should like to say in that connection, though, Mr. 
Chairman, my judgment is that when the Congress appropriated 
about $65 to $68 billion for the defense budget, it recognized at that 
time it would be necessary to keep the civilian economy on some kind 
of level to keep prices from completely skyrocketing. 

Those situations have come about, and actually, in my judgment, the 
greatest inflationary pressure is that directly ahead of us, when the 
defense spending will be expedited on a monthly basis. 

It is interesting to note, too, that immediately after the Korean 
crisis broke, of $35 billion, which was voted at that time for defense, 
$7 billion went down the drain by increased costs, before we put in 
the price-control system. 

I mention that because I am very much concerned, as a citizen and 
as one who has a very few dollars, as to what is happening here in this 
country. 

Here are some clippings, for example [exhibiting clippings]. 
Everything is going up. 

It is frustrating for me to sit there in the Office of Price Stabiliza- 
tion and authorize prices to go up. My wife has said: “I thought 
when you went to Washington you were going to do something about 
holding down prices.” 

I will tell you, gentlemen: Under all these automatic provisions 
in the law too much of what IT have done since I have been here is 
to increase prices. It is a sad commentary, but when we carry out 
the Herlong and Capehart amendments, the earning standards, and 
all those things, day in and day out it is reflected here [indicating 
clippings]. 

IT am not going to take up your time, gentlemen, but here are some 
of the clippings. “Tallow prices upagain. * * *” 

Mr. Wuirrten. T do not want to break in, and you doubtless are 
right, but in few cases would there be an increase if you did not let 
costs increase. You have not controlled costs, but in every instance 
you have mentioned the increased cost is the only way the prices can 
goup. If you will keep down the costs, not one of the things you have 
mentioned will bother you a bit. 

When I say “you” I mean the Government, of course. 

Mr. Wilson said last year that we could not control wages. He said: 


I do not care what the law is: you cannot do it. 
Mr. Arnauy. I think he is wrong. I could control them. 
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Mr. Wuirren. Is there any place you have mentioned where they 
automatically go up, unless you let the costs go up? 

Mr. Arnau. No. 

Mr. Wuitrren. That is true; is it not? 

Mr. Arnatu. So far as I know. 

Mr. Wurrren. Mr. Wilson also said last year, Governor, and it is 
a matter of record, as I think you heard me mention earlier when Mr. 
Putnam was here: That in the absence of those provisions in the law 
requiring that increased cost, where you had to recognize them and 
lift the prices, he would have expected to push those costs or a con- 
siderable part of them back on the original producer. 

Now, I am not trying to be partisan on it, but since I come from an 
agricultural area and deal with those problems, I know more about 
that, frankly, than I do the other things. 

The records here show that the prices received by the regional 
producer in farm commodities at best is about what it was in 1947 or 
1948, and other figures show it considerably lower. However, his 
costs have gone up 9 percent. 

If, in the absence of such provisions as you complain about, as caus- 
ing inflation, that happens, what would be the result? If Mr. Wilson 
had had his way and had pushed them back on the original producer 
he would just make bad matters worse, make production less, and end 
up with fewer and fewer commodities, which, after all, is what counts, 
because you have just been through the potato episode. You can force 
stuff off the tables.’ 

I agree with you that the Capehart amendment and the Herlong 
amendment and various other provisions perhaps have resulted in in- 
creased prices, because behind them were increased wages. 

You can issue a regulation providing for a 10-percent increase, or 
for a 5-percent increase, and it becomes the mark to shoot at and, in 
my opinion, I do not think that anybody in this country is for inflation. 

Mr. Arnau. Yes, I come across a lot of them who are. 

Mr. Wuirren. Well, maybe there are people in debt, and who are 
gambling on the market but would be in favor of it, but I do not believe 
in the Congress that there is anyone for inflation. You do have the 
question before you as to whether this is the best way to handle in- 
flation through this kind of a thing, and goodness knows I am for this 
Herlong and the Capehart type of approach. If prices go up, and we 
had to roll them back to the original producer—if those conditions 
exist the only thing to do is to let the increased costs be reflected in 
increased prices. 

OPS HAS DETERRED PRICE RISES 


Mr. Arnau. I think this is absolutely true, Mr. Chairman: Eco- 
nomic stabilization today is different from that under the old OPA 
when they had a line to hold. Congress in passing the Defense Pro- 
duction Act made provision for increases of various kinds. But even 
assuming it is not working effectively, and assuming the law is not as 
good a law as we would like to have, I think it has had a very good 
effect in keeping prices and wages down that would have gone higher, 
because a lot of people knew that we had a law on the books and that 
fact deterred increases. 
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In other words, I do not think that we have won a full victory. 
But I think without this law that we would have had a riot, and not 
just merely a retreat. 

Mr. Wuirren. I have supported this act with some misgivings on 
various occasions since I have been a Member of Congress, but more 
and more, I am beginning to wonder at the present situation. 

When the OPA was at its most unpopular standing, in my judgment 
at least, 1 made a speech in the middle of my district as to the basis 
on which I had supported it, with all its bad factors and with the. 
mistakes that had been made in its administration in some places. I 
said that it had at least kept people using their money to buy bonds 
and pay debts instead of using it to put mortgages on their store 
buildings and other property to expand and to gamble on dollar 
cotton next year where you had 40-cent cotton this year. The very 
fact that the Government was working with it was causing people to 
think, and to handle their earnings on a sounder basis, rather than 
gamble and lose everything that they had. That has been the basis 
on which many Members of Congress have supported price control, 
but there is a serious question under present conditions as to where 
you have just 20 percent or some such percentage of mobilization as 
to whether then we do not need to take another look at it. 

Mr. Arnatu. Congressman, if you will allow me to comment on 
that, I think you pose a really interesting and timely question. 

Of course, I am more persuaded every day I live that no one knows 
the answer as to what is going to happen in the ‘future as far as world 
= international affairs are concerned, or even as to our domestic 
affairs. 


For example, take all of the bills your Appropriations Committee 
is putting out for rearmament and defense pragrams, programs for 
aiding our allies, and putting our boys in Europe, and so forth. 

Now, even when we do that we have our fingers crossed, believing 
that we are doing what is prudent and wise. 

It may develop that, after all, that could have been a useless expendi- 
ture. We do not think so. 


STABILIZATION IS INSURANCE 


In the domestic effort Congress, in its wisdom, passed this act and 
saw fit to finance it so we could do as creditable a job as possible. 
But let us assume that we didn’t have the act and we guessed wrong. 
I think the injury to the country would be much greater than if we 
took the precaution to have this legislation, because if our domestic 
economy gets completely out of hand, I do not see how we can do 
much in Europe, Korea, or anywhere else. I think it is good 
insurance. 

I am very much concerned about inflation. If you could sit with 
fire reasonably under control, unless we are mighty sure that we are 
not going to have another one, I do not think we ought to be quite 
ready to dispense with and dismantle the fire department. 





INFLATION STILL A THREAT 


I would like to make another statement to you. When we have the 
me in my office and hear about these requests for price increases you 
would know that they are there. You can read the papers to the 
contrary, but business people press and press all day long for price 
increases. 

On the second week-end that I stayed here in Washington, I was 
listening to the radio. If you ever heard pitchmen, you would know 
that the Washington radio people are pitchmen. I heard a fellow 
named Honest George or Gus or some such name on the radio, He 
said you can send down and we will install television for you. You 

‘an pay whatever you want to down, and you may not even have to 
pay for it at all. 

So, I finally called him and told him to bring it over. He plugged 
it in to show a picture, and then plugged it out again. That was the 
home demonstration. 

Now, I picked out a 17-inch set and asked him the price of it. I 
had bought a similar one in Newnan, Ga., a week before Christmas, 
when there was supposed to be all the pressure on. This fellow here 
in Washington was charging more for his than the amount I had 
paid right before Christmas. 

The farmer is the most important cog in our economic life. Whether 
we come from an industrial section or an agricultural section that is 
basically true. The farmer is caught right now by inflation, and he 
is having a hard time. 

I do a little poultry business. The price of feed is so high today 
and the equipment we buy so high that we are having a hard time to 
get along. I know that the farmer is catching it. 

Mr. Wuirren. There is no question, Governor, but what you are 
right about the situation. The question is what is creating it, and 
whether or not it would swing back the other way under other laws. 

If you issue a regulation that you cannot pay over a 5 percent 
increase or if the Wage Stabilization Board says you cannot increase 
wages over 2 percent, the minute that goes out that is the target, 
just as the minute you spread out the word in the country that some- 
thing is in short supply everybody wants to get it. 

The question is how best to meet it, and how in our efforts to hold it 
down we might do otherwise than hold it down. 

I supported the freeze across the board. I did it under the Gore 
amendment, and some people said, “Oh, but you freeze the inequities.” 
Even if there are some inequities in it, it is better than some aspects 
of the present situation, where we seem to be applying wages against 
prices and prices against wages. According to the testimony of the 
Wage Stabilization Board here they are letting things go up 5 per- 
cent a year, and you are letting them go up 5 percent “playing one 
against another. 

Mr. Arnau. I know it is a knotty problem. I do not know the 
exact answer to these things, but I tell you if we get the Defense 
Production Act extended, with a reasonable price control system and 
enough money with which to finance it, I am going to do my best to 

carry out the mandate of the Congress with the laws you have given 
me to go by, and with the money you have given me to see that the 





public gets a good break and gets its money’s worth out of the mone) 
appropriated. 

When J was Governor in my State of Georgia if you will allow me 
to mention this, although we had been in debt ever since the beginning 
of Georgia, we paid the State out of debt without raising the State 
taxes One penny. 

ADMINISTRATIVE PROBLEMS 


Now, Lam trying to impress on you one thing, Mr. Chairman: I have 
no patience with needless public expenditures. 

I want to tell you another thing. This is a frustrating thing, which 
I found out as a fellow coming up here to Washington. If 1 want to 
fire a fellow I cannot fire him. 

I have tried to get jobs for some competent people. They say, “Well. 
you are the Director, it looks like you can get anybody a job.” But 
I can’t seem to do it. 

When you have the loyalty test, when you have the aptitude test. 
when you have the civil-service examination and investigation, and so 
forth, it’s hard to employ a good man. And when you once get a 
man on, it is hard to get him off the payroll. 

I am going to do the very best that [ can, enmeshed as I am im all of 
this red tape that I find here. 

I have a good man here who is from my neighboring State, Alabama, 
Mr. Harrell Vance, and I have another good one over there, Mr. 
Edison Montgomery, who is my acting budget officer. 

Now, these boys have projected a schedule, and if you will give me 
reasonably what 1 am asking, we are going to save money, and if we 
do not do so you call me back here. ‘This schedule gradually lets these 
people out where we can do away with them without impeding our 
operation. 

Talking about Atlanta, Mr. Vance says we have cut out 60 of those. 

Mr. Vance. Nearly 60. 

Mr. Arnati. In Birmingham how many were cut? 

Mr. Vance. Twelve. 

Mr. Arnau. And how many in Omaha? 

Mr. Vance. About 12 in Omaha. 

Mr. Arnaty. You see, Mr. Chairman, I never knew what a GS-12 
was until I got over here and asked for some of these people. If we 
have a job they have to classify it for us, the Civil Service classifies it, 
and if a fellow can do a job in GS-2, and they make it a GS-12 position 
you have to take that. 

Mr. Wuirren. I have dealt with many of these civil-service matters, 
and I have always insisted that the less a man had to do the more he 
could put on paper to show what ought to be done. 

Mr. Arnau. A fellow who just figures out how to keep from work 
can figure out and use more papers than he has use for. I do not 
want to be critical of the Federal system, but I do not believe you 
ought to evaluate a fellow by how many papers he has on his desk. 

For example, if you come down to my office you will not see any 
papers on my desk. 

Now. I am new here, I am a novitiate in this thing, but I want to 
help the committee see that the public gets its money’s worth. 

Mr. Wuirren. Governor, I know that you have voiced there the 
feelings of a whole lot of public officials. We, who are elected to Con- 
gress, have to defend many of these things. 
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You have been a little better off than some in not having to make so 
many explanations. 

Nothing is more frustrating than a man running for Congress and 
saying that he is going to correct all these things and then trying 
to do it when he gets in here. It is a most frustrating experience 
sometimes when he finds out how little he can do. 


ENFORCEMENT ATTORNEYS 


Mr. ArnaLu. You asked Mr. Putnam about enforcement and the 
number of attorneys down there. 

I understand that the enforcement set-up in our agency is, to a large 
degree investigatorial. They go out and investigate when they get 
a report, and then when we get ready to file suit in a case it has to be 
turned over to Justice. Our lawyers engaged in enforcement work, 
which incidentally we are drastically cutting in this budget, have a 
job like the FBI’s. They do not give interpretations of the law. They 
are investigators. 

VALUE OF OPS OPERATION 


Mr. Wuirren. Governor, we could discuss this with a great deal of 
interest to me and to the other members of the committee, but we had 
better proceed to the details now. What volume of business have you 
had? How many commodities and other things have you had under 
price control and how many were decontrolled? How many orders 
and regulations have been issued? Give us some idea of the volume of 
your operation. Do you have a table on that? 

Mr. Vance. Yes. 

Mr. Wuirren. We will include that in the record at this point, and 


we would like to have you point out what you have done and what you 
are doing. 
(The matter referred to is as follows :) 


Office of Price Stabilization—Summary, principal workload items, July 1, 1951- 
Apr. 30, 1952 


Number of regulations, amendment, supplements__--_--___-----__~ 1, 134 
Filings: 

Received _.__.- : 2, 591, 573 

Pending Apr. 30 pena caeoeiae 263, O48 
Request for determinations: 

Received ___- , i 157, 099 

Pending Apr. 30_- 25, S60 
Request for authorizations: 

Received 20, 922 

Pending Apr. 30 : 4,016 
Request for adjustments: 

Received 24, 669 

cy | BGR | OE pe Sa laos We ee ae rae LR A 8 ‘ 9, 644 
Interpretations issued 34, 336 
ST AES ELE I CRT RE ig ORE EES - 259, 284 
Enforcement cases: 

Opened 33, 486 

Pending Apr. 30 15, 904 
SIRES ESE ESTE SR REE SN Aree Nera Se (ae eS $1, 593, 166 
Accounting surveys completed, field 2, 986 

Mr. Wuirren. I would like to have you put in the record at this 
point, in connection with this table, the table appearing on page 34 of 
the justifications. 
(The matter referred to is as follows:) 
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STATUS OF WORK 


Mr. Vance. In regard to price adjustments, a substantial part of 
our workload, we have had during the first 10 months of this year 
24,669 applications for adjustment. 

Of that number, 5,372 have been granted in full, 1,761 have been 
denied in substance, 492 have been withdrawn, and over 2,000 of them 
have been canceled. A total of 15,025 adjustment actions have been 
completed. ‘The balance, 9,644, remain in process in the office. 

We have had in the first 10 months of this year 20,922 price authori- 
zations; 12,652 of those have been granted. 

In regard to price determinations in the national and field offices 
combined, we have had 157,099 applications of which 104,000 deter- 
minations have been made and granted. Over 25,000 were pending in 
the office for processing. 

If you would like some indication of the legal workload, as an 
example, the number of interpretations that has been issued in the 
first 10 months of this year is 34,336. The number of oral explana- 
tions given businessmen is 259,284. 

The number of enforcement cases that have been opened in the first 
10 months of this year is 133,436. The number pending on April 30 
was 45,904. 

The dollar amount of settlements growing out of enforcement cases 
is $1,593,166. 

We have made in the first 10 months of this year and completed in 
the field 2,986 accounting surveys. 

The number of regulation, amendments, and supplements that have 
been issued during the first 10 months of this year is 1,134. 

The number of filings received from business in the Agency under 
those regulations is 2,591,573, of which 263,048 remained to be proc- 
essed as of April 30. ’ 

That, Mr. Chairman, is a statistical highlight of the work. We have 
these broken down in more detail, and we should be happy to furnish 
it for the record. 

Mr. Wurtrren. I would like to have this put in the record at this 
point. 

(The matter referred to is as follows :) 
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Office of Price Stabilization— Processing of individual price actions, July 1, 1951 to 
~— 80, 1952 
| Pie Sy GMS Hae 
| Price Price 
| pov a | authoriza- | determins- 
| national tions, tions, 
| and field | D&tional | national 
7 | and field | and field 


Item 


. Pending beginning of period _._. aon .| 9, 829 | 4, 460 26, 733 
. Received during period . a 2 022° 3, 183 | 3, O85 


| 
Total in process during period - ==) uy, 851 | 7, 643 | 29, 818 
Total completed during period 


PENDING 
5. 1 month or less : 
}. 1 to 2 months -} 
. 2to3 months. __. ae 2 F fi ee 066 | 709 | 
*. Over 3 months coe f 501 j 


Total pending, end of period _- 
CUMULATIVE 
Total received to date 


COMPLETED | 

. Denied on substance... 4 - ae ey ee ee , 6 771 | 
2. Withdrawn : * mab 3 | ! 282 
3. Dismissed : io ‘ TTS Fees eee ¥. he res M4 | 691 
. Granted in full 5, 372 12, om 
5. Granted by inaction 


». Granted in part ‘ . : Seapine bal 737 9. 497 


131, 239 


! 
| 
. Canceled__- 1 1, 788 veh See 4 SHO) 


Total completed __ . - . a ial at , 025 16, 906 


Mr. Arnau. At my office I could talk on the ’phone all day, as 
T have 30 or 40 calls a day, and receive sometimes as many as 25,000 
letters. 

We have 10 advisory committee meetings every day in the year 
except on Sunday, and I am supposed to be in those meetings 

I am trying to say this, Mr. Chairman, that I just cannot be an 
expert on this budget business with all of my other duties. 

Then, also, I have a lot of work to do with Congressmen. I want 
to be as cooperative as possible with them. I think if you will check 
on that, Mr. Chairman, you will find that I do try te work with 
the Congressmen and to be cooperative. 

Mr. Wuirren. We can fully realize that. Of course, in your office 
you doubtless have folks who have been there also a long time. 

Most of the questions directed to Mr. Putnam were on the 
organizational set-up. 


BIRMINGHAM DISTRICT OFFICE 


Turning to the Birmingham oflice, our study shows that you have 
an authorized ceiling of 81 employees, representing an expenditure 
of $397,000 per year. 

The actual on-duty strength is 77, and it is expected to fill the four 

vacancies, although there appears to be no workload to justify such 
action. 

Economists: The Birmingham office employs two economists at GS-12, $7,040, 
and GS-9, $5,060 per year. One economist has been employed since March 
1951 and due to absence of economic work served as a business analyst. He is 
still functioning primarily as such. A review of the price actions made by the 
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staff reflects that the work of the economist largely duplicates the work of 
the business analyst. The district director and price personnel admit that 
price actions handled to date by the economists require no specialized knowledge 
or economic background and could be effectively handled by the business analyst. 
It is the opinion of the staff that the economists could be effectively reduced 
by one without impairing efficient operations. 

Business analysts: The Birmingham office employs 13 business analysts in- 
cluding section chiefs at annual salaries totaling $79,860. A time study con- 
ducted by the staff during the week of May 12-16, 1952, reflects that approxi- 
mately 50 percent of the time of the analyst is expended in connection with field 
contacts and personal, telephone, and letter inquiries in connection with OPS 
regulations. When the business analyst is away, inquiries of the above nature 
ure handled by existing clerical personnel. The processing of price filings is 
considered one of the major functions of the business analyst. It was found 
that four GS—2 employees had been temporarily employed to handle this work. 
It is the opinion of the staff that five business analysts could be eliminated 
without serious impairment to operations. 

Accountants: The Birmingham office employs two accountants, GS-12 and 
GS-11, at annual salaries of $7,040 and $5,940 respectively. A work analysis 
reflected that approximately one-third of the time of accountants was spent in 
reading and interpreting regulations which directly or indirectly affect ac- 
counting activity. Actual accounting work occupied only about one-third of 
the time with the other one-third being spent in administrative details. It is 
the opinion of the staff that one accountant position can he abolished without 
creating an adverse effect on the local program or professional accounting 
service requirements. 

Attorneys and investigators (Enforcement Branch): There are at the 
present time three general attorneys, a district enforcement director, a special 
agent in charge, and 16 investigators employed in the Birmingham office. A 
vacaney exists in the trial section but it is to be filled. A review of the pending 
investigative cases and an analysis of enforcement cases involving possible 
prosecutive action indicates that the special agent in charge, eight investigators, 
and the position of trial attorney could be eliminated without impairing the 
operations of the Enforcement Branch. 


That summary possibly reflects that a considerable reduction could 
he made in personnel in the Birmingham office. 

The indications are that at the outset, as you say, you put a ceiling 
on them, but instead of looking to the workload as such and rearrang- 
ing it according to the workload. Mr, DiSalle came down here and 
set up a headquarters and then sent out to the field a staff as to what 
they had to have. You set a ceiling, regardless of the workload. That 
has been the impression, and there has been nothing to correct that 
impression. 

The impression a year ago was that, while you may have put on a 
ceiling and may have cut it t down, from the top down, you merely say 
in effect, “we have so much money, and so many field stations, and 
the population and the press of business is so and so, so we will just 
cut it here, here, and here.” For instance, you have at Fort Worth 
and Dallas, only 35 miles apart, two district offices. You have regional 
offices with about 33 percent of the employees in them that you have 
in the district offices in the region. You have all sorts of adminis- 
trative policies, or lack of policies, which looks like it is a helter- 
skelter proposition. 

IT will be glad to hear anything to the contrary, but that is what our 
studies show. 

Mr. Monreomery. I would like to address myself to some of your 
observations, Mr. Chairman. 

In the first place, I certainly could not completely reject the state- 
ments made by your staff, because I was not along with them when 
they made their study. 
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We are not exactly sure as to what facts they developed in their 
investigation. 

However, I think some conclusions have been made that are defi- 
nitely incorrect, and that indicate a lack of understanding on the part 
of your staff of the mission and the function of the agency. I would 
like to discuss a few of these. 

In the first place, as a matter of fact, while the figures you have 
quoted for the total personnel which you said were as of the end of 
April seem to indicate that they have less than their ceiling, as of 
May 31 they were two positions over their ceiling, and by now they 
had to have a reduction in force in order to come down to the June 30 
ceiling. Subsequently they must come down further. 

Now, your staff said that the economists are not doing economic 
work, but doing business analyst work. That implies that there is a 
duplication of effort, and one of those economists ought to be let go. 

ne of the points that we have had to stress in our operations is 
that of checks and balances. I need not relate to you that 
during the existence of OPA there were these criticisms that that 
agency was run by a bunch of professors. When the OPS was set 
up under Mike DiSalle, he recognized the need for the team concept 
in approaching problems of price control. He wanted the business- 
man to lead the team, but he wanted the businessman to be checked 
by trained economists and by trained attorneys. 

So when it appears in Birmingham that the economist is duplicat- 
ing the work of the business analyst, in reality the economist is a very 
necessary person, who is checking the work of the businessman to 
make sure that any possible prejudice that the businessman might 
have in the direction of favoring the applicant will be offset by the 
objective analysis on the part of the economist. 

Mr. Wurrren. I mentioned Birmingham, but I want to say that 
in each office to which our folks have been sent, they have found the 
same situation. 

Mr. Monrcomery. Again I submit that to some extent that must 
be due to a lack of understanding of the nature of our operation. 

Now, going on to the business analyst, the investigator points out 
that they do not seem to have enough work to keep them busy in the 
office. As Governor Arnall has implied, the paper work of this Agency 
we regard as a necessary evil. We would like to be able to write our 
regulations and handle our adjustments and our authorizations and 
determinations in such a way that there would be virtually no office 
work. 

We feel that our business analyst is most effective when he is out in 
the field giving assistance and education to the businessman who 
has to live within these regulations. The extent that the business 
analyst is out of the office so that the clerks can handle the routine 
telephone inquiries that come in, the extent that the business analyst 
is out there teaching the businessman about OPS regulations, is the 
measure of the effectiveness of the business analyst’s job. 

With respect to accountants, there I must admit that probably your 
investigator is right. We have had an unfortunate situation to date 
in anticipating a larger workload for the accountants than has ma- 
terialized. We have been in the staffing period, we knew that account- 
ing work would occur, and we authorized the employment of account- 
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ants throughout the office. I think if the investigator were to make 
a study today he would find that those accountants are busy beyond 
their capacity. 

FORMULATION OF THE BUDGET 


Mr. Wurrren. How was this present budget prepared? To what 
extent did you follow the acce ted method of using work measurement 
studies and programs to establish a budget and personnel? 

Mr. Montreomery. We have not found, as I have tried to indicate 
before, that work measurement is at all an effective means of measur- 
ing the needs of OPS. This budget was built up by an analysis of the 
number of businessmen who must be served, the price and cost pres- 
sures exerted against those businessmen, the unfortunate but unavoid- 
able complexity of regulations which must be explained, and the gen- 
eral experience which we have gathered over a year of operation. 
Work measurement of paper work certainly played an important 
part, but it was not the all-governing factor. 

Mr. Wuirren. Have you been in the Washington office all the time? 
Has your work been here? 

Mr. Montcomery. Yes; although I have made a number of field 
visits, 

Mr. Wurrren. Let us put it this way. Do you have hearings for the 
budget? Do you request from each office estimates or reports as to 
what the workload has been, the number of people that they have, the 
number of requests that have come in, and then do you total those 
— ? Or do you at the top set down a figure, and that is what it 
is to be? 

Mr. Vance. We not only request that for the purpose of budget 
preparation ; we request that in great detail quarterly for adjustments. 
It was on the basis of information of that type in substantial measure 
that the Governor made the determination right after he came in to 
reduce our ceiling by 2,000. It is on the basis of information that 
has come up from the lowest segment in the field all the way up 
through all of the segments to the national office, that he has made the 
judgment that there be a further reduction of our staff for this budget 
request for 1953. 

Governal Arnau. Let me say this about the preparation of this 
budget. I do not know enough about the technical angles, Congress- 
man, but when these boys started on the budget they came to me and 
brought a the matter of preparing a budget so that it would show 
every breakdown, where you could put your finger on it, and not have 
a lot of over-all figures. The complaint had been made by some that 
that was a very dangerous way to prepare a budget, because you just 
eee everything out where anybody can look at it and knock it off. 

ut we agreed that that was the way we wanted it; that we wanted, 
if we could, to improve this operation by letting people go and save 
money, but still without curtailing the effectiveness of what we were 
trying to do. 

hat I am trying to get over to you is that these budget people are 
not trying to cover up anything. They are really laying it on the 
line, and that is the way I want it. 

Mr. Wuirren. I am not intimating anything like that. 

Governor ArNALL. I know that. 


20553—52—pt. 2——-81 
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What do you have in your average district office? What variance 
is there between one district office and another? Are they all sub- 
stantially the same? 

Mr. Monrcomery. No, sir; there is quite a wide variance. As of 
May 31, the average district office had a staff of 83.3 people. 

The New York district office, which represents the largest in the 
country, had a staff of 215 people. On the other hand, the smallest 
district office, one of our territorial offices, had a staff of only 16 people. 
So the range is all the way from 16 to 215, which indicates that we in 
Washington do not simply decide on a standard pattern for all district 
offices and say, “Go ahead and fill up to that number.” To the best of 
our ability and judgment we try to decide what each individual office 
should have. 

This last year has been a hectic one, building up the office, the organ- 
ization, getting the procedures straightened out. Mr. Vance and I 
pointed out to Governor Arnall when he first took office, that one of 
the great needs in the management field was more intensive super- 
vision over the field establishment. In our management improvement 
plan which we submitted to the Bureau of the Budget, with the Gov- 
ernor’s endorsement, field supervision inspection visits of this type will 
be emphasized. I believe that to a large extent we can improve the 
efficiency of the field staff. Maybe in some instances we have been 
fooled. We do not expect to be fooled long. 

Mr. Wurirren. What is your chain of command? At the top you 
have the national office. How many regional offices do you have/ 

Mr. Monreomery. We have 14 regional offices. 

Mr. Wuirren. How many district offices? 

Mr. Montcomery. Eighty-nine. 

Mr. Wurrren. Is your chain of command from the district office to 
the regional office, to the national office ? 

Mr. Montcomery. Yes, sir. 

Mr. Wuirren. This report on Birmingham says, regarding the office 
of the district director: 

The district director, Birmingham, informed the staff that the organizational 
segmentation into the various branches of Price, Enforcement, Public Informa- 
tion, Counsel, and Management deprives him of authority over the operations 
of the district office. The organizational structure excludes the district director 
from the chain of command and communication which runs directly to the branch 
chiefs from their counterparts in the regional and national offices. He feels 
that he bears the responsibility for the successful operation of OPS in his district 
but lacks the authority to control the local program. Such control as he is able 
to exercise he attributes to his personal relationship with his branch chiefs. 
The district director states his actual authority is limited to “processing” appli- 
eants for employment (their actual employment is controlled by the regional 


office), and to seeing that, in a general way, the employees are discharging their 
responsibilities properly. 

The district director states that he is not consulted by the regional or national 
offices in connection with personnel requirements of the Birmingham office. The 
staffing pattern has been established and revised from time to time apparently 
on an arbitrary basis. His function in connection with staffing has been to 
attempt to recruit the best qualified personnel for the positions allocated in the 
staffing pattern. He believes that proper administration of OPS at the district 
level requires that effective authority over personnel, organization, and program 
be delegated to the office of district director. 


That is what you find everywhere you go. Up here you are just 
assigning them so many people and up to that level they can hire them. 
They can select the best qualified people they can find, apparently. 
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Mr. Monreomery. We have delegated the authority to administer 
the affairs of the regional office to the regional director, almost with- 
out limitation. Each region is of a different character, and has a 
different manner of operation. What may be true in Birmingham 
may not be true in Houston with respect to the handling of operations. 

We have felt that the regional director is the man best able to assess 
the ability of his district director to administer a program. Some 
district directors are of a type that it would be most unwise to give 
authority to determine their own staffing, and in those cases the 
regional director assumes rather fuller authority over the operations 
of the district office than in other districts where the administrative 
ability of the district director is more apparent. That may account 
for some of the criticism. 


REGIONAL OFFICES 


Mr. Wuirren. In this break-down there is the question whether 
you do not have too many people in your regional office. For instance, 
in your Denver, Colo., regional area as of August 30 you had only 
394 people and in the regional office you have 122 of that total number, 
which is about 1 to 2.2. How do you arrive at that kind of division 
between the field and the regional offices ? 

Mr. Monreomery. The arrangement of personnel within a region 
is left up to the regional director subject to review in Washington. 
However, the regional director’s judgment usually prevails. 

I believe in every policy statement that we have made we have 
urged regional directors to delegate full authority for operations to 
the district director and to be very careful that personnel are not 
unduly concentrated at the regional office level. 

I wonder if you would mind giving me those figures so that I can 
check against my latest report. 

Mr. Wuirren. 394 is the total and in the regional office 122. This 
is as of April 30, 1952. 

Mr. Contcomery. As of May 31, the proportion had shifted in the 
direction in which we would like to see it shift. Out of 369 in the 
whole region, 110 were in the regional office. 

Mr. Wuirren. I do not mean to find fault with your answers, but 
it has been my observation in matters that I have dealt with here 
in Congress and on the Appropriations Committee, that any time 
you have a regional office in any organization you are likely to have 
trouble. I am just wondering why you cannot allot the functions 
of your regional office to your district office and let them work and 
report to Washington, so that the people in Washington will know 
what is happening. 

For instance, you made a statement about something that could 
happen in my State in the field of law which I think would appeal 
to the Governor. We have a supreme court—we did have up until 
recent months—made up of six people, so that a trial judge, if he 
decided one way and it went up to the supreme court, the court could 
divide three and three, and if another trial judge decided in the oppo- 
site way and the court was three and three, the law was not settled 
in the State. 

Governor ArnaLu. Have you changed that? 

Mr. Wuirren. Yes. 
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~ Governor ARNALL. We had the same situation when I was Governor 
and we had a constitutional amendment to put on another judge. 

Mr. Wuirren. That is what we have done. Operations might be 
one thing in Houston and another some place else and if your office 
is not in touch with the field, so that the same decision would be fol- 
lowed all over, you might be setting up different practices at a great 
expense to the whole operation. 

r. MonTGOMERY. Paid not wish to imply that the fact that Hous- 
ton might be different from Birmingham is a bad thing. As a matter 
of fact, we think probably in the long run it is a good thing that the 
local problems of Birmingham are dealt with in a different manner 
than the local problems of Houston. The OPS, is essentially a local 
operation, dealing with local businessmen. We staff our office with 
people who come from the local business community, who are known 
and respected there. 


COMPARISON OF OPS WITH OPA 


Mr. Wurrren. Wherein does your operation now differ from OPA, 
as to how you handle your business? You do not require the posting 
of prices? 

Mr. Monrcomerry. In some regulations we do. 

Mr. Wurrren. You do not have regular inspections, but you try 


to have "te a few selected cases ? 
Mr. Monteomery. That is right. We do not marshal the house- 


wives and tell them to march into all the grocery stores on one day and 
give us a report—nothing like that. 
Mr. Wuirren. You are not going into the same details that they 


did during OPA days? 

Mr. Montcomery. No, sir. 

Mr. Wuirten. In view of the present situation, as you have pointed 
out, with the civil service allocating these positions at high grades, 
would we be not doing you a favor if we were to provide in here an 
average grade and salary, so that you would have workers among 
the top people, which would pull you into line with other governmental 
activities ? 

Mr. Montcomery. I believe we are in line with other governmental 
activities now. 

Mr. Wurrren. If the record should show otherwise, there would 
be nothing objectionable to pulling you in line? 

Mr. Montcomery. Average salary limitations are definitely out- 
side and beyond the spirit of the Classification Act under which we 
operate along with other governmental agencies. 

Mr. Wurrren. I would not think so, when Congress has passed an 
act under which you have to report each year, so that we can compare 
one with the other. That is now the law, so I do not think it would 
run contrary to the law, as long as you can meet your job. Some 
particular field may require more specialists and more training than 
others. 

Mr. Montcomery. I think the answer to your question, sir, depends 
on what the figure happened to be that you put in. 
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STAFFING PROBLEMS 


Governor Arnatt. Mr. Chairman, without addressing myself to 
that, I do want to make this statement, which is a problem and we 
are trying to do the best we can with it. This is a temporary agency. 
Everyone knows that; I will never favor controls for controls’ sake. 
The sooner circumstances safely dictate that we can get out of this 
business, the better—we look forward to that day. But what I would 
like to do is to make this statement. It is very difficult to get com- 
petent personnel in this kind of an operation, because they know 
that it is a short-term thing. This is technical work, dealing with the 
business community. You have got to have good people. You can- 
not just put a lot of low-grade people in to deal with technical, com- 
plex business problems. 

But here is what is happening in the agency. We are losing our 
better people, and so we will end up as time goes along with the peo- 
ple—and this is critical, but it is a statement of fact—who cannot 
find employment elsewhere, or who figure that it is better than they 
have ever had before. 

Mr. Wuirren. I know you do have a problem of getting folks into 
temporary jobs. 

I notice that you are asking for 18 new positions in the economic 

licy office, when all other estimates are being reduced, what is the 

asis for that? 

Mr. Vance. There are two principal bases for that. You will notice 
the request for other objects, item 07, “Services performed by other 
government agencies”; we have reduced that by approximately a half 
a million dollars. 

The function that is, analyses of certain reports that has been 
carried on by other Government agencies is being transferred to the 
Survey Review Division of the Office of Economic Policy. 

We are employing approximately 12 people to handle that opera- 
tion. The second purpose of the increase in the Office of Economic 
Policy is the establishment of a small group of four or five people for 
the preparation of a historical document on price control. ‘This is be- 
ing prepared for the total defense effort, and as far as price stabiliza- 
tion is concerned, it will be handled by a group in the Office of Eco- 
nomic Policy. 

Governor ARNALL. So that actually while it reflects an increase in 
that Office, the monetary results are a decrease in appropriations? 

Mr. Vance. A very substantial decrease in appropriations; yes, sir. 

Governor Arnaut. Mr. Chairman, you asked me something about 
suspensions in one of your questions. Here is a little statement of 
the standard we used in all of our suspension actions up to date. I 
would like to put that in the record, if I may. 

Mr. Wuirren. You may put it in the record at this point. 

(The matter referred to is as follows :) . 


STATEMENT ON THE SUSPENSION OF CERTAIN PRICE CONTROLS 


On April 22 of this year I announced the adoption of preliminary standards 
for the suspension of price controls in certain soft-market areas. These stand- 
ards provide for the suspension of controls where— 

1. Prices in an area are materially below ceilings. (‘‘Area’’ refers to a 
range of related items and will be determined by the structure of the market 
and OPS regulations.) 
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2. There is no prospect that reimposition of controls will be necessary in 
the foreseeable future. This determination must be based upon a ful! 
economic analysis of market conditions and will take into account such 
things as current supply and demand, production capacity, inventories, and 
volatility of prices. 

Operating under these standards, on April 28 we suspended controls on cattle 
hides, kips, calf skins, tallow, lard, animal waste materials, vegetable oil soap 
stock, crude cottonseed oil, crude soybean oil, crude corn oil, burlap, wool, woo! 
top, wool noils, wool waste, alpaca. (Kips are undressed hides of young steers 
or cows; vegetable oil soap stock is the residue of the process of refining crude 
vegetable oils; wool top is the long wool fibers separated from shorter fibers- 
called noils—in the combing process. ) 

Less than 1 month later, on May 20, we suspended controls on raw cotton and 
on a wide variety of cotton, wool, and synthetic textiles sold by manufacturers. 
These textiles included : 

Wool yarns and fabrics containing 25 percent or more of wool or wool waste 
by fiber weight. 

Cotton yarns and fabrics which after production but before finishing consist 
of 50 percent or more of domestic cotton by fiber weight and contain less than 
25 percent by fiber weight of any one of either wool, rayon, nylon, or other 
fibers. This includes all unfinished and finished cotton yarns and fabrics. It 
also includes such cotton products as blankets, pillow cases, sheets, towels, and 
woven bedspreads when sold by manufacturers who establish their ceiling prices 
under CPR-37—the primary cotton textile manufacturers’ regulation. 

Processed synthetic and silk yarns, synthetic fabrics (except synthetic tire 
fabrics), silk fabrics, and certain fabrics and yarns which are composed of 
blends of textile fibers. (Synthetic fabrics include fabrics made of rayon, acetate, 
nylon, orlon, dacron, dynel, glass, and other man-made fibers. Rayon, acetate, 
and nylon comprise the bulk of the synthetic fibers preduced. ) 

On next Monday, June 23, we will suspend controls on: 

Imported and domestic whisky and wine for off-premise consumption. 

Sales by mills and converters of such cotton products as sheets, pillowcases, and 
towels. 

New and used burlap, cotton, jute, and paper mesh bags. 

Services in the manufacture or processing of any fiber, yarn or fabric suspended 
from price controls. 

Imported and domestic hides, skins, and leather. 

Most of the commodities and all of the services in this last group are closely 
related to commodities already suspended at the manufacturing level by the first 
two groups of suspension actions. 

Suspended services include, but are not limited to, the following: Ginning, 
baling, wrapping, throwing, commission weaving, commission warping and slash- 
ing, wool scouring, top making, spinning, burling and mending, garnetting, car- 
tonizing, winding, dyeing, finishing, bleaching, scouring, napping, printing, mer- 
cerizing, singeing, shrinking, felting, shearing, waterproofing, gasproofing, saponi- 
fying,, embossing, and moireing. 

Suspension of ceilings on services will be terminated if and when ceilings are 
reestablished for the commodities on which the services are performed. 

All of the orders, in all three groups suspending ceilings on commodities, in- 
clude provisions for recontrol] at points somewhat below the ceilings established 
in the suspended regulations but well above the current market prices of the 
suspended commodities. When the price of a given commodity reaches this 
recontrol point, controls will be reimposed. 

These suspension orders relieve the applicable sellers from complying with 
the record-keeping requirements of the suspended regulations as to future trans- 
actions. They must keep on file, however, those records which they were required 
to maintain before the issuance of the suspension actions. 

These actions suspending price ceilings in soft-market areas should be distin- 
guished from our regular system of exemptions from price control applied to 
materials and services which are insignificant in the cost of living and which 
would impose an unwarranted workload on OPS or on the sellers. We have 
exempted from price control hundreds of such items and services from time to 
time. For example, next week we plan to exempt luxury furs, ice, and certain 
processed food specialties. 
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RESULTS OF THE INVESTIGATION 


Mr. Forp. Governor, may I preface my questions by making two 
comments. One, I have been impressed with your personal sincerity 
to do the kind of job that I think this committee would like to see 
done. 

Governor ArRNALL. I want to do the same job that you want me to do. 
Mr. Forv. That is right. I am impressed with that sincerity. See- 
ondly, I want it perfectly understood that I do not feel that any of 
your staff here this morning are seeking to hide or to prevent us from 

knowing anything that we want to find ¢ out. 

Governor ARNALL. We want to give you the facts. 

Mr. Forp. I would like to devote my time to several reports that the 
Chairman has mentioned and I would like to approach the questions 
with this point of view. We have sought information from competent 
investigators that we had on our staff. The proper way I think for us 
to use that is ina hearing of this sort and I think it is also appropriate 
that we give you this information for your own benefit. 

Governor ARNALL. Absolutely, sir. 

Mr. Forp. I do not mean to imply by any questions or any facts 
that we have, that we are accusing you or any of the staff here today 
of any failure to do a proper job, “but I think it is important that we 
aproach the problem to the best of our ability with what information 
we have. 

My district comprises part of western Michigan and in that area 
is Grand Rapids, Mich. 2 ou have a district office at Grand Rapids. 

We have had complaints that came to me around the first of the 
year, that certain things should be looked into in the Grand Rapids 
office. Rather than try ‘to create a lot of fuss and furor about it, with- 
out knowing the facts myself, I initiated a request through the com- 
mittee for an investigation, and that investigation has ‘been made. 
It was turned over to the Chairman as of May 7, 1952. Here is a sum- 
mary of the findings. 


OVERSTAFFING, OVERSPECIALIZATION, AND OVERLAP OF FUNCTIONS 


It is apparent that the Grand Rapids office has recruited personnel to con- 
form to a standard staffing pattern without regard to the actual workload. 
The overstaffing which has resulted is particularly evident in the number of 
economists, business analysts, and attorneys employed. This office had an 
authorized personnel ceiling of 99 employees until March 31, 1952, when the 
ceiling was reduced to 81. 

As I understand the previous testimony, that is about when you 

‘ame in and perhaps that reduction resulted from your personal 
intervention. 

Governor ARNALL. It was instituted right after I came in and was 
acquainted with these facts. Under the new budget how is Grand 
Rapids doing? 

Mr. Vance. They will be cut again approximately 10 persons, in 
round figures. I do not know whether it will be 12, but 10 is the 
average cut in the district office. 
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Mr. Forp. Continuing quoting from this report: 


At its present actual strength of 71 employees whose salaries total approxi- 
mately $336,000 per year, the office still has authority to recruit additional! 
personnel although the existing workload does not justify the number now 
employed. 

The specific question has been raised as to what work now being performed 
would have to be left undone if the personnel of the office were reduced in half. 
In the absence of individual work performance data on every employee in the 
office, this possible reduction is being considered only with respect to the pro- 
fessional staff (economists, business analysts, and attorneys) and their related 
clerical assistants. The economic staff could be entirely eliminated without 
affecting the operations of the office. An approximate 50-percent reduction 
in the legal staff could be accomplished by eliminating the attorneys in enforce- 
ment and assigning the legal aspects of this activity to the district counsel. 

Governor ArRNALL. May I stop you there. From what I understand 
about this, these enforcement attorneys are really investigators with 
legal experience. A man goes out and buys something. He thinks 
he has overpaid and he reports it. The enforcement attorney goes 
out and marshals all the facts and gets the evidence. What I am 
trying to get across is that I agree that while we ought to cut where 
we can, but we have got to have some investigators or else the thing 
becomes meaningless. We are cutting our enforcement staff under 
this new budget, are we not? 

Mr. Vance. Over 600. 

Governor Arnau. Over 600. So we think we can minimize some 
of it. I wanted to get that statement in. 

Mr. Forp. To continue with this report. 

Seven of the 15 business analyst positions now authorized by the staffing 
pattern could be eliminated by transferring the routine phases of their opera- 
tions to clerical personnel. 

There follows a summary setting forth under the various activities of the 
Grand Rapids office instances in which overstaffing, overspecialization, and over- 
lapping of functions are evident. 

(1) Economists: The economic staff in the Grand Rapids office consists of a 
GS-12 at $7,040 per annum, a GS-9 at $5,060 per annum and a GS-11 vacancy. 
Under the policy promulgated by the national office, the economists make no 
contribution to the work of the office in the form of independent economic 
studies. The miscellaneous work now being done by them could be performed 
by the business analysts or existing clerical personnel. The district director 
and the two economists admit no great benefit to the OPS program of the 
Grand Rapids office results from the work of the economic staff. 

Do you want to comment on that ? 

Governor ArnaLL. Mr. Montgomery commented on that under the 
concept of checks and balances. If ip turn this program over to 
business people alone, they have got only one viewpoint, no matter how 
conscientious they are. They have that background. The theory 
was, when DiSalle set it up, and this holds true today, that you needed 
this check on the economic effect of what is being done. That is why 
those economists are in the district office. 

There is one other thing. I hate to go around catching people, 
and all that. It is disasteful to me. I had a call from an Atlanta 
fellow who runs a little butchershop and he said, “OPS has got me.” 
I said, “What for?” He said, “They claim that I put too much fat 
in my stew meat.” I said, “What do they want you to do about it?” 

He said, “They claim that I have got to pay $50.” And I said that 
that is really something very small to worry a fellow about. 

Anyway, he said he did not know about it. But here is the point 
that lam coming to. I had much rather, if you will allow me to take 
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a choice, have people who can acquaint these little folks about these 
regulations than somebody going around catching them. I do not 
like that. I think most people are honest, and that they really want 
to do what isright. Iam sure that this report is conscientiously made 
——— very fine staff, but they are dealing there with the work in the 
office alone and in my book that is the least part of it. Let me illus- 


‘trate what I am trying to say. 


If I sat over there at the office and shuffled papers and looked at 
budgets, I would not be carrying out my function. I think that I 
ought to be out talking to the Congress, not about getting a bill 
through, but giving you the facts; I ought to be going out to meetings 
that come up. In other words, getting the facts to the public and 
letting them know about price controls is very important. I would 
hate to see you cut us to where we just become a paper organization 
sitting in an office. 

ECONOMIC STAFF 


Mr. Forpv. Apparently, according to this report, the district director 
and the two economists admit that no great benefit results from the 
work of the economic staff. 

Now, those are the people who are in the field, who are operating 
the offices, the people concerned. 

Mr. Arnau. That is the type of thing that does me a service when 
you call it to my attention, and if I am an Administrator worthy of 
the name, I will look into that kind of thing, and that is what I want 
to do. 

Mr. Vance. If I may add, I think the report that you have, as far 
as the economists are concerned in the district office is valid to this 
extent: It is obvious to your investigators; it is obvious to our district 
people and to us, that the workload for the economists did not com- 
pletely develop as anticipated. As a matter of fact, a portion of the 
cut projected in the price operation in the field offices is directed at 
correcting that situation. It has already begun in many district 
offices. It will be completed just as rapidly as time will allow. 

Theer is a second point in their investigation that is a little bit in 
doubt, or that could be corrected slightly, and that is, apparently the 
workload of handling an adjustment action is becoming more volu- 
minous with the passage of each month. The economists play an im- 
portant role in that. 

Between a combination of factors, (1) a reduction in that staff, and 
(2) the increased workload that is now with us in the processing 
of adjustments—a work factor in which they play an important 
part—their services are now being fully utilized in each district office 
There may be one or two exceptions where we have not completed that 
adjustment, but that is the objective, the aim, and will be the 
accomplishment. 


BUSINESS ANALYSTS 


Mr. Forp. I will turn to the second point—business analysts. 


The staff believes that 7 of the 15 business analysts positions now authorized 
could be eliminated by assigning routine phases of their work to existing clerical 
employees, without impairment to efficient operations of the price branch. 
The latter reduction would eliminate 3 present employees and 4 authorized posi- 
tion vacancies in the business-analyst classification. 


You have covered that? 
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Mr. Arnau. My thought is this: A business analyst is doing a bet- 
ter job, not sitting in an office, but going out and helping these business 
people who have problems; helping them so that they stay within 
the regulations. Whatever you do, please do not force me to a cur- 
tailment program where I have to do away with that type of operation 
because I think that is important. I think that your people appreciate 
that. 

Now, let me ask you this: How much mail do you get, Congressman 
Whitten, containing complaints about the OPS? Has that tapered 
off, or how does that run¢ You see, the public would be in touch 
with you. You would hear from them as quickly as I. 

Mr. Forp. My own mail—and I ean only testify to that—has con- 
tained relatively little complaint about the failure of the OPS to keep 
prices down. 

Mr. Arnatu. You see, in the early days, I imagine, when all this 
was starting, you had a lot of people writing in and calling you. I 
thought and hoped now that the program is working reasonably 
smoothly, where we are not getting too much in the hair of the public 
and yet accomplishing what we are supposed to accomplish under 
the action of Congress, that you would not be getting so many com- 
plaints. So you are not getting so much mail at the moment. Are you, 
Congressman Whitten ? 

Mr. Wurrren. No. I was going to say at the outset that you did a 
whole lot of things that were misfits. 

T do think that the general public reaction is that we set this thing 
up so that everybody would sort of know we had it. Actually it is 
like a Mother Hubbard, it just covers the whole price field but actually 
does not come in close touch with prices, and except in a few in- 
stances there has been no real effort to freeze any particular thing 
and any real effort made to make it stick. The situation has not de- 
veloped to require what we had before. That is the general feeling I 
find. People do not think it amounts to much now because you do not 
post your prices and do this, that, and the other, as you did in the 
OPA days. I may be wrong, but that is the general public impres- 
sion that I find. 

Mr. Arnau. I may say that I am just trying to feel my way along; 
but there is nothing that irritates me more than to go into some estab- 
lishment and see a lot of OPS prices. I do not like to see them. We 
have to do a little of it, but I try to minimize that. 

Mr. Wurrren. I am not saying that you should do it that way. I 
am just trying to express to you the general sentiment that I find. 

Mr. Arnati. Do you not find this—just talking frankly—that irre- 
spective of the failures or lack of results, or in spite of the results 
that have come from it, good or bad as the case may be, the fact that 
this act is there and we are on the job does something toward keeping 
the people from getting frightened about what is going to happen 
concerning prices? 

Mr. Wuirren. I would like to say that is the chief benefit from it. 

Recognizing that benefit, and since you have prepared all your 
basic regulations, I wonder whether we should be spending all this 
money just to keep the idea and to keep the law. In saying that I 
am not striking at you, Governor, because we all realize that you have 
not been in this position many months. From my own viewpoint I 
could not have myself found out a lot about it in that period of time. 
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So when I say that I am not reflecting on you in the least. You in- 
herited the situation and have been handling it. 

Mr. Arnau. I want to say to that, if I may, it would seem normal 
to a layman, or even to someone who has not had the limited experi- 
ence over there that I have had, that that would be true, but every day 
I have heavy mail and calls and visits from people who are complain- 
ing about a regulation; that it is working a hardship on them now by 
reason of conditions and they have to be modified. We have 9,000 of 
those pending now, so it is not quite technically so simple as I might 
wish it, or you might wish it. 


ADMINISTRATIVE ASSISTANTS 


Mr. Forp. Turning to the next one involving an administrative 
assistant to the price executive : 

The Price Operations Branch employs an administrative assistant to the price 
executive, GS-5, at a salary of $8,410 per annum. No effort was made to fill 
this position in the standard staffing pattern until it was desired to promote an 
individual man in a GS-3 job. The qualifications of the incumbent are not ques- 
tioned; however, it is the staff’s opinion that the position of administrative 
assistant to the price executive is superfluous and should be abolished. 

Do you have any comment ? 

Mr. Arnau. I am not familiar with that. 

Mr. Vance. Is that the secretary to the price executive? 

Mr. Forp. It is the administrative assistant to the price executive. 

Mr. Vance. GS-5¢ I am not familiar with the exact situation in 
Grand Rapids. However, the price executive is in charge, as you will 
recognize, of the total program of the Price Branch in Grand Rapids, 
and the administrative assistant does a good deal of work to which 
your staff referred earlier; that is, the elimination of the more routine 
papers coming to the Price Branch in the Grand Rapids office. This 
keeps the business analyst, the higher paid business analyst, from de- 
voting his time and attention to them. I frankly do not feel it would: 
be to the advantage of the agency to eliminate that screening point, 
so that the work would have to be screened at a higher level. How- 
ever, IT am not familiar with the details of the specific job there. 


ATTORNEYS 


Mr. Forp. Turning to the next point, attorneys, district counsel, 
and Office of Enforcement: 

The district counsel staff consists of a district counsel at a salary of $8,360 
per annul and three assistant counsels at salaries totaling $20,020 per year. 
The district counsel admitted on interview that the work of his staff was current 
and no backlog existed at the time the third assistant was employed. 

That is another particular instance, but it seems to be indicative 
of the atmosphere of hiring people when there is no apparent job 
necessary, because they admitted that their backlog was perfectly cur- 
rent at the time. 

Mr. Arnau. Is that enforcement ? 

Mr. Forp. District counsel and office of enforcement. 

Mr. Arnati. Again I do not know the facts. The only explana- 
tion I could make of that would be from the standpoint of not the 
workload but the standpoint of being serviceable to the business com- 
munity, or getting out and acquainting these merchants with the regu- 
lations and keeping the merchants out of trouble. That would be the 
only explanation that I could make of it. 
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ACCOUNTANTS 


Mr. Forv. They summarize by saying: 
The result is a considerable duplication of effort. 
Now, let us turn to the next category of accountants: 


The standard staffing pattern provides for the employment of the district 
accounting executive at a salary of $8,360 per year and a clerk-typist at a salary 
of $2,950 to assist him, Although these positions were vacant, approval of an 
applicant for the accounting position was pending at the regional office at the 
time of the staff’s inquiry. The district director, staff economist, and the 
district counsel advised that there were no cases pending in the Grand Rapids 
office requiring the services of an accountant, and that none of the cases already 
handled had suffered because of the lack of such an employee. It is evident 
that the recruitment of the applicant for this position has been upon the standard 
staffing pattern rather than upon the needs of the office. 

Do you have any comment on that? 

Mr. Vance. I think Mr. Montgomery has already commented on the 
accounting aspects. I think here we are dealing, not with an em- 
ployee but with what your investigators understood to be a standard 
stafling pattern. Actually, we do not have in existence any such 
thing as a standard stafling pattern that is mandatory to be filled by 
the district oflices. 

Mr. Arnau. All these inquiries are based on the assumption that 
the agency is not evaluating the needs for any particular job, but 
rather if the chart calls for a GS-12 to be an assistant enforcement 
attorney he will be put in. Now, from what these men say, we do not 
have a standard pattern. 

Mr. VANceE. There is not a standard pattern, Governor, or one that 
is mandatory. The only standard staffing pattern that has been 
issued, and this is before my days, was a standard guide that was put 
out in the very early days of the possible potential types of employees, 
and that was based on judgment from OPA experience. That never 
materialized. It is not in effect and it was never mandatory. Asa 
matter of fact, it has been explicitly abolished. It was done away 
with many months ago. 

Mr. Arnav. I do want to say this, notwithstanding that we do 
not have a general pattern, that I do think that certainly the criterion 
of need ought to be the one compelling yardstick for personnel require- 
ments. If we are not now checking carefully into the needs—which 
I am sure we are, but there may be a difference of opinion as to what 
is needed and what is not—we ought to reassess this thing very 
carefully. 

I will tell you, sir, that I will instruct my people, and I am now 
instructing them, to give me a personal report upon that type of thing, 
and whether we are using the yardstick of need. 


CLERICAL PERSONNEL 


Mr. Forp. Now let us turn to the next one, entitled “Clerical 
Personnel”: 


The following is illustrative of the manner in which a regional office makes 
arbitrary allotments of additional personnel to the district office without requir- 
ing specific justification therefor. By letter dated February 29, 1952, the 
regional executive officer advised the district director, “After a considerable 
amount of discussion with district directors, price executives, enforcement 
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people, and others, we feel that there is a need for additional clerical help in 
every district office. We are giving you five positions at the clerical level which 
you may assign to one or more divisions, depending on the need for additional 
clerical help. If you will notify us where you will assign the positions, revi- 
sions to the current staffing pattern will be prepared to include these positions. 
If you will indicate to us the approximate duties to be performed by these 
people, we will have our classification analyst draw up the job description and 
assign position numbers so that you may recruit and fill the positions.” 

By memorandum dated March 17, 1952, the district director informed the 
regional executive officer: 


“We would like to assign the five extra clerical positions you have allotted to 
us as follows—one GS-3 enforcement, one GS-2 management, one GS-2 price, 
and two GS-3 price.” 

It is apparent from the communications that additional clerical positions were 
allotted to the district office without justification based on existing work loads, 
and it is a fact that all clerical work was current at the time of the staff survey. 

Mr. Arnatu. Who was that from? 

Mr. Vance. Apparently from the regional office to the district office. 

Mr. Forp. It was apparently a letter dated February 29, 1952, from 
the regional executive officer to the district director. 

Mr. Monteomery. About that time we had reached the conclu- 
sion from studies of reports coming in that our professional people 
were spending too much time at their desks aa geo. papers. We 
sent out a statement that as a matter of policy you must get your 
professional people out talking to the businessmen; yet them off the 
clerical work, and, if necessary, convert the ceilings you have from 
high-pay professional people to clerical people. So, instead of the 
conclusion that your analyst draws, I think the conclusion should 
have been drawn that what we did was a very wise move and what 
the regional office did was a wise move. They apparently converted 
five potentially high-paying jobs to lower-paying jobs and told the 
district director to get his investigators and his price people off clerical 
work to do some professional work for which they were being paid. 

I think, however, it is indicative that we suffer difficulties of field 
supervision. We have from the start and do today. The fact that 
the district director needed to be told is an unfortunate thing. I think 
that our field people have to some extent failed to understand their 
jobs, and I think we in the national office are to some extent guilty 
in not insisting that they understand it better. 

Mr. Arnauy. The thing that I do not understand about these de- 
tails that you gentlemen have just brought out is why a district direc- 
tor would not take it up to the top. If they were trying to put some- 
body on that he did not want, why could not he say, “Look, I do not 
need these people.” 

COST OF PRICE ADJUSTMENTS 


Mr. Forp. Now, let us turn to the cost of price adjustments. 


Only 85 price adjustment requests have been received by the Grand Rapids 
office up to the end of March 1952. The inquiry indicates that no considerable 
amount of time could have been profitably expended by the economists, business 
analysts, and attorneys on this relatively minor operation. No record has been 
maintained by OPS of the time spent on these price adjustments, and it is there- 
fore impossible to accurately compute the cost of the operation as it is carried 
on in Grand Rapids. 


Then there is some data about the district director submitting the 
following estimate, and so forth. 


It is recognized that as a new staff agency the OPS was constrained to fore- 
east workloads in arriving at staffing patterns. It might be expected that re- 
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cruitment in its initial stages would be at a more rapid rate than the develop- 
ment of a workload. However, the justification for the continued use of the 
initial standard staffing pattern has long since passed. There is no evidence 
even at this real late date that a realistic effort has been made by the national 
or regional office to evaluate the personnel requirements of the Grand Rapids 
office on the basis of actual workload. Through the medium of the staffing 
pattern, arbitrary allotments of personnel positions are still being made to the 
district office without consultation with the district director and without requir- 
ing specific justification by the district office. 

Mr. Arnaut. May I just say this: The story that you have just 
recounted there would indicate to me that one of the weaknesses in 
the Grand Rapids office is that our people there have not acquainted 
the business community with the fact that they are entitled to certain 
adjustments under the regulations, because where the business com- 
munity has knowledge of its rights it usually comes in and talks with 
you about them. 

One question that I would like to ask my own staff is, Do we have 
in these district and regional offices a report of the visits that our 
people make and to whom, and all of that? When he uses the word 
“workload”, is that considered ¢ , 

Mr. Vance. He is talking about adjustments, applications for ad- 
justment. Our workload on adjustments has increased tremendously. 

Mr. Arnau. I hate to say that I do not know what he is talking 
about there, or what he is talking about by “workloads.” Does that 
mean a man sitting at his desk? Suppose that I am an enforcement 
attorney and I call on 20 people a day and talk to them about some- 
thing, is that a workload ? 

Mr. Vancr. As I understand it, he is not talking about that type of 
workload. He is talking about the formal applications for adjust- 
ment. 


Mr. Arnau. I did not quite understand what he meant. 


ORGANIZATION AND FUNCTIONS 


Mr. Forp. I would like to turn to organization and function. It is 
a rather long statement, but to some degree it points up what the 
chairman has mentioned earlier: 


OPS on a national basis has three major functions, (1) to develop price regula- 
tions, (2) to seek voluntary compliance by disseminating and administering the 
regulations, and (3) to enforce the regulations upon those who do not willingly 
comply. The district office participates in the first function only insofar as its 
operating reports and surveys may contribute information useful in the draft- 
ing of regulations and amendments. The district office is concerned almost ex- 
clusively with seeking voluntary compliance through education, information, in- 
terpretation, examination, and assistance instead of enforcing compliance upon 
willful violators. 

To accomplish its objectives, the national office of OPS includes in its organi- 
zational structure an office of the director, office of chief counsel, office of man- 
agement, and office of enforcement. All of these principal components of the 
Washington organization are represented by similar divisions in the regional 
office, and the same organizational segments are projected to the district office. 
Each of these programs maintains its own chain of command and communica- 
tion from the national office directly to its corresponding divisions and branches 
in the regional and district offices. Unfortunately, the organizational segmen- 
tation in the district office results in a segmentation of authority and responsi- 
bility as well and deprives the district director of supervisory authority over per- 
sonnel and operations. 

The district directors, according to the OPS manual, are charged with respon- 
sibility for “supervisory authority over personnel and operations within their 
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respective districts and within the framework of the written instructions, stand- 
ards, and policies issued by the national office and respective regional offices.” 

It would appear from this formal statement of functions that the district 
director is expected to direct the OPS program and operations within his district. 
This is not the fact insofar as the Grand Rapids office is concerned. The di- 
rector’s authority is largely qualified by the qualification “within the framework 
of the written instructions, standards, and policies.” This qualification pro- 
ceeds, in practice, to vest almost all authority and responsibility for operations 
in the district branch chiefs and their counterparts in the regional and national 
offices. The Grand Rapids district office Goes not significantly participate in the 
determination of its own staffing pattern or in the development of its own over- 
all plan of operation. These come down by fiat from the regional office with 
district participation limited to minor modifieation or requests for adjustments. 
No one in the district office is required, under the system of management fol- 
lowed, to integrate the various organization segments into a coordinated working 
unit. It has been observed that the district director in Grand Rapids has been 
able to overcome his diluted authority and to attain some degree of cohesion 
in his office on a purely voluntary basis. This voluntary cooperation has not 
been sufficient to overcome the duplication of effort and over-specialization of 
functions laid down by the separate program officials at the regional and 
national levels. 

REGIONAL OFFICES 


It seems to me from what I have seen in this report, and others, that 
a major part of your problem arises from the fact that you have these 
regional offices. 

From everything that I have seen you could cut out your 14 regional 
offices and you could do the same job much more competently and 
effectively than you could with the 14 regional offices. In my judg- 
ment Cleveland performs no useful function in your set-up as far as 
your operations are concerned. 

Mr. Arnau. Is Cleveland in your district ? 

Mr. Forp. It is the regional office in our area and I have talked 
personally with several friends of mine who worked in the Grand 
Rapids district office, and they tell me that time after time people 
come from Cleveland who apparently come there principally because 
they want to get out of Cleveland, and for a joyride, and they come 
there and make no constructive suggestions to the people who are in 
the district offices. 

It seems to me that we would do well to eliminate in toto, each and 
every regional office in your set-up. 

Mr. Wurrren. Could I join with you by adding this thought, and I 
think Mr. Ford is 100-percent sound. It is proven in case after case, 
in the Farmers’ Home Administration. You can go through the 
field of government where there is a direct connection between the 
field and Washington and you just get a better result. What it looks 
like, sitting here and listening—and I sat on this committee with 
Mr. Ford last year—that when this emergency arose they just set out 
thinking that probably the same thing would happen that happened 
the last time, and they set up a pattern pretty much the same way. 
They would go down here to the Civil Service Commission and list 
what the people in the district and area offices were going to do, and 
so the Civil Service Commission could set up two economists to do 
this, that and the other, anticipating what their work would be. 
Actually the work has not come up, so the economist has nothing to do 
in the field of his own work and he begins to do clerical work, or 
whatever work he can do to keep busy. 
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The pattern was set up to follow what you had in the old OPA. 
There have been modifications of it, but the workload has not come 
up to what was anticipated. I think what happened is that the Civil 
Service Commission certified for them these positions based upon what 
they thought would develop and the work has never materialized, but 
we are carrying for it the same designations and a whole lot of ex- 

nse. 

“ns Montecomery. I believe your analysis is correct inso far as the 
early days of OPS are concerned. We had no other oes pattern 
than the OPA and we did just what you have explained. But I 
think beginning in March of this year, and perhaps a little before, 
we had passed that stage of getting the organization set up, and since 
that time we have taken some very positive steps to recognize reality 
and not simply follow the old OPA example as we were forced to do 
during the early days of the OPS. 

\ 0" aaiamaen What about these district offices? How did that come 
about 

Mr. Monteromery. I could give a substantial statement on that. It 
is contained on pages 30 and 31 of the budget document and sets forth 
in three or four paragraphs our viewpoint on the type of organization 
we have in the field. 

Mr. Wuirren. Those can be included in the record. 

(The information is as follows :) 


ROLE oF FIELD OFFICES 


In describing the work of the price-stabilization program, many references have 
been made to the part played by the field establishment in the administration of 
the regulatory program. The OPS field organization is composed of 13 regions 
covering the continental United States and a fourteenth region whose jurisdic- 
tion extends to the Territories and possessions. Each of the regions is composed 
of a regional headquarters office and from 4 to 10 district offices in each region. 
There are 89 district offices in total. It should be emphasized that the field 
organization of OPS is constructed to provide for contacts with almost 4,000,000 
business establishments covering the entire range of economic activity in the 
United States. 

The major problems influencing the organizational structure are (1) the need 
for uniform administration of national price policies; (2) the need for service 
to local businessmen; and (3) the need for maximum utilization of specialists. 
The administration of the price-stabilization program requires regional offices 
supervising and coordinating a number of district offices. Major operational 
responsibilities are in general delegated to regional offices, which, in turn, dele- 
gate them to distriet offices. The regional office often must continue to perform 
operational functions with respect to problems involving several districts. 

The maintenance of a uniform national price policy which does not lose sight 
of the individual in the course of its operations presents a problem in administra- 
tion calling for a combination of over-all national supervision with a maximum 
of local contact with business. Uniformity in policy requires a high degree of 
intimate direction from the national office. This is achieved in the course of 
supervision over the 14 regional offices. In turn, each regional office is able to 
assure uniformity with due consideration for local conditions among the rela- 
tively few district offices reporting to it. Thraugh this arrangement authority 
has been delegated to the field, so that to a large degree final decisions with 
respect to pricings and adjustments can be made in a majority of instances at 
the district-office level. This arrangement is designed to satisfy the local busi- 
nessman who can deal with an office near his place of business and with people 
of his own community who recognize his particular problems. 

In addition to the job of supervision, which is necessary for effective decen- 
tralization of the price-control program, the regional-headquarters personnel must 
earry on actual price administration. While every effort is made to keep operating 
functions at the district level, this is not feasible in all cases for two reasons. 





495 


First, many business establishments extend beyond the territory of a single dis- 
trict but yet are predominantly confined to a single region. Second, many busi- 
ness operations are so technical in scope that regulations affecting them can be 
administered only by specialists. While each district office should be composed 
of sufficient personnel to cover most of the businesses common to all districts, it 
would be impossible for the district staff to administer competently all price 
regulations without a large number of specialized personnel. Yet, there would 
be insufficient work to keep specialists of all types fully employed on their specialty 
in every district office even if it were possible tc find a sufficient number of them. 
This problem has been met to a large degree by the employment of limited num- 
bers of these specialists in each regional office. These specialists engage in the 
operations of the price program by reason of the rather complete advice and guid- 
ance which they give to the more generalized district-office staff. In connection 
with specific regulations, the national office also carries on a direct operations 
program. Some large industries cannot feasibly be controlled through actions of 
a local office, whether it be at the district or regional level. More specifically, it 
may be pointed out that the bulk of the field accounting staff is located at the 
regional-office level because of the lack of need to staff fully every district office 
with accountants to solve all accounting problems which might arise in the dis- 
trict. For similar reasons the Office of Management is staffed largely at the 
regional office-level rather than the district office. The housekeeping tasks can be 
more efficiently performed at the regional level since no region is so large as to 
justify decentralization of management activities beyond providing for a few 
people in each district office to handle management tasks which can be performed 
enly at the site of operations. On the other hand, in price operations, legal, 
enforcement, and information staffs are concentrated to a larger degree in the 
district offices for the purpose of providing sufficient coverage to permit adequate 
servicing of local businesses. 


Mr. Wurrren. You may discuss it at this point, if you wish. 


FIELD SUPERVISION 


Mr. Monteomery. I think the problems we are faced with are three 
in number. 

One is the problem of field supervision. We have felt that it would 
be most impracticable for the national office to have to supervise 89 
different offices in the field. We have to maintain a uniform national 
price policy which at the same time does not lose sight of the indi- 
vidual in the course of its operation. The device we have used is 
to assure uniformity of policy by having a high degree of intimate 
direction from the national office over only 14 regional offices. I 
do not think we could get that intimate supervision if we had to deal 
directly from Washington with some 89 different offices. 

Each of these regional offices, in turn, has from 5 to 10 offices to 
supervise, so that they can pass on that uniform-price policy to a 
relatively small number of officials. This tries to combine the prob- 
lem of keeping a uniform policy with the equally important problem 
of making sure that modifications are made in the program to meet 
the needs of the individual community. 

Now, there is another problem. The American business pattern 
unfortunately does not always follow the same geographical limita- 
tions that we have drawn for our districts, with the result that many 
business establishments extend beyond the territory of a single dis- 
trict and yet are predominantly confined to a single region. So in 
those cases the businessman would be harassed if he had to answer 
to more than one OPS office just because the OPS district did not 
happen to fit his pattern of business geography. 


20553—52—pt. 2-32 
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Then there is a third problem. This is a highly complex business. 
We cannot possibly hire enough specialists properly to staff every 
district office. If we did they would sit around most of the time. 
So what we have tried to do is to keep our district office staff filled 
with men who can cope with price control in general; but in our 
regional offices we have attempted to hire specialists whose abilities 
can be drawn upon by any one of the districts within the region for 
advice and counsel. 

Now, we recognized that, when we chose this regional-district office 
arrangement for these very good reasons, we would encounter other 
problems—problems which you gentlemen have very eloquently de- 
scribed. All we can hope to do is, by careful supervision from the 
national office, to minimize this difficulty of a regional and district 
office organization. We have had fair success in the past. I think 
the forthcoming year we will have a great deal more success. 

Mr. Arnau. I should like, Mr. Chairman and Congressman Ford, 
to say that I think we need the regional offices. If it is my job to 
administer the agency, I would much prefer to have some regional! 
offices and curtail some activities in some of the district offices because, 
by and large, the regional offices are better qualified, I have found, to 
handle many of the problems we pass on. A district office apparently 
is not quite abreast of the general situation as the regional office is. 

Mr. Forp. Would it not be better for you to maybe spend more money 
achieving more competent staffs on your district level than to spend the 
money, as you are doing now, on a twofold approach ¢ 

Mr. Monreomery. I think a difference might be this, as an example: 
At a district office we can have a meat man. At the regional office we 
can have a pork man, a beef man, and a veal man. They can service 
all the districts in the region. If we had a pork man, a beef man, and 
a veal man in the district office, each of them would sit around perhaps 
two-thirds of the time. 

Mr. Arnatu. There is one thing I want to say, just from an admin- 
istration standpoint, for the record. My regional directors call me all 
the time. They have some problems. They want to know what we 
are thinking about, and so forth. I talk with them and correspon 
with, I really would be quite concerned with having 89 offices calling 
me all the time. I am pretty certain we would create a bottleneck. 

If I had to curtail the organizational structure, and you gave me my 
choice, I would say to let me have the regional offices and let me abolish 
some district offices, but I hope that this is not a pressing choice. 

I merely wanted to state to you that we understand there is much 
merit in what you say and it can be well argued, but from an adminis- 
trative standpoint it would be as though in the Army you let every 
second lieutenant go to the general. If you do not have channels, 
I do not know how you would keep an orderly administration. 

Mr. Forp. I suppose your point of view differs from mine and, | 
think, Mr. Whitten’s. You are looking from up here [indicating] 
and we are looking from down here [indicating]. 

Mr. Arnauy. That is right. 

Mr. Forp. That is probably where the difference of opinion arises. 

Mr. Arnatu. Congressman Ford, I hate to make this statement to 
the committee because it is very important that I be here. I am a 
little embarrassed about another engagement I had to make a talk. 
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If you can dispose of me as soon as you can, I would be very grateful. 
If you want to run on, you could talk to my technical people. 

Mr. Forp. Let me say this: I have just a few more comments and I 
think the governor’s staff could well answer them. 

Mr Wuirren. That would be fine, if you would like to go now. 

Mr. Arnaui. If you will, I will appreciate it. If you want me 
back I will be here. This is very important to me. If you gentlemen 
can take your time to do it, I can take more time than you have. The 
only point is that I do have this engagement. 

Mr. Wuirren. You might let the record show that the Congressmen 
and the O, P. S. Administrator are working through the lunch hour 
here. 

Mr. Forpv. On Saturday. 

Mr. Wurrren. On Saturday. It would be good for the record to 
show that. 

Mr. Arnau. It is wonderful of you to have this indulgence, sir. 

(Discussion off the record.) 


COMPARISON WITH OTHER AGENCIES 


Mr. Forp. I think this is rather an interesting situation. It has 
not been brought out before, and it might be helpful. The staff re- 
ports on what is called “grade comparison.” 

A comparison of the number level and proportions of the different grades 
assigned in the OPS district with those in other Federal offices in the same 
area is shown in the following table: 

I might preface this by saying that they take the wage-hour office 
in Grand Rapids, the Bureau of Old-Age and Survivor’s Insurance, 


and the Federal Housing Administration. Here is what the report 
says: 


While admittedly there are differences in the programs of these agencies 
that would justify certain differences in grade structure, there are at the same 
time certain bases for comparison. 

The Department of Labor’s Wage-Hour office and the Federal Housing Ad- 
ministration oflice both serve about the same geographic area as the OPS office. 
In fact, the FHA district is somewhat larger. The Wage-Hour Office serves not 
only to gain compliance with wage-and-hour provisions of the Fair Labor Stand- 
ards Act which covers about the same variety, though not quite the same number 
of establishments, as the OPS price regulations, but it also serves as the dis- 
trict operating office for the Wage Stabilization Board. The FHA office admin- 
isters a program requiring a variety of technical and professional skills in the 
fields of architecture, construction and estate and mortgage banking. It is a bus- 
iness-type organization requiring widespread contacts in banking, real estate, and 
building circles; and involving heavy responsibilities for financial transactions 
and the protection of the public interest. 

Thus, among these agencies there are represented comparable compliance and 
enforcement problems in the one hand and more than equal weight and com- 
plexity of responsibility on the other. Yet none of them has a grade structure 
approximating that of the OPS office. It is to be observed that the OPS office, in 
accordance with its national office standards, particularly shuns the middle 
grades—the grades at which the bulk of the work might reasonably be done. 

Examination of the work in the office bore out the fact that a real potential 
for saving existed in the opportunity to realign and shift more of the work into 
medium-grade positions, which should be substituted for some of the many 
executive grades now existing throughout the office. 


Mr. Vance. Congressman, I wonder if I might comment on that 
briefly, sir. 
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The allocations of the grades in our agency, as in all other Govern- 
ment agencies, are based on a description and evaluation of duties by 
the Civil Service Commission. 

Now, there is one very major distinction to be drawn, it seems to me, 
between the agencies cited. I believe you cited the FHA and the old- 
age and survivors insurance. 

Mr. Forp. And the wage-hour. 

Mr. Vance. And the wage-hour. The functions and operations 
of those agencies deal with one or two major segments of American 
business. The Office of Price Stabilization deals with approximately 
900 major segments of American business. The statutory authority 
that they have and the regulatory authority they have is a reason- 
ably stable thing. That is to say, it is not changing early; or some- 
times it does not change for years. 

We issued over 1,000 regulations and amendments and supplements 
affecting a substantial portion of 900 major industry segments during 
the last 10 months. Those regulations are changing. Our basic in- 
structions and criteria are changing from day to day, so that the spe- 
cialists we employ in our district offices and in our regional offices are 
not confined to one small industrial grouping or one small industry 
background. The have to be cognizant of, familiar with, and operate 
in a number of industrial segments which are grouped for our admin- 
istrative convenience into what we call commodity areas. 

I think there is a sizable distinction in the scope and background 
and knowledge required of the individual in the performance of his 
duties. 

The job requirements are evaluated by the Civil Service Commis- 
sion, and the grades which we pay our people are assessed by the 
Civil Service Commission in accordance with the standards and 
criteria they have worked up under the Classification Act. 


ECONOMISTS 


Mr. Forp. Now, turning to the question of economists, here is 
what the staff had to say about that: 


The two economists in the Grand Rapids office perform no studies require- 
ing trained economists. 


And the staff further comments: 


In addition to the economists, the district director and the district counse! 
both said that the functions of the economist under present OPS practices are 
being performed solely by the national office. 


ROLE OF ECONOMISTS 


Mr. Vance. That is in the realm, I think, Congressman, of the pure 
economic research and background data. That is essentially true. 

The role of the economist in the district offices is different from 
those functions in the national office. Obviously, we could not have 
basic economic data assembled in 89 separate offices, and make 89 sep- 
arate judgments. We would lose all control over uniformity of ad- 
ministration of price regulations. 

The role of the economist in the district office is the making of 
economic analyses on applications and other proposals as they come 
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into the district office, and contributing his share to this team concept 
of our regulatory operations. 

Mr. Forp. Here is another comment about this problem of econ- 
omists: 


In light of the above, it is interesting to trace the history of the economic 
staff in Grand Rapids. From June until November 1951 there was only one 
economist who by his own admission did not have enough work to occupy his 
time. Nevertheless in November 1951 the second economist was added to the 
payroll. The present staffing pattern provides for a third economist and 
efforts have been made to recruit an employee for this position. The district 
director admitted that the employment of a second economist and efforts to 
recruit a third were based upon completing the authorized staffing pattern 
rather than upon any existing case load. 

Mr. Vance. I think, as I commented earlier, Congressman, there 
is some validity to the absence of work load for the economists. We 
have taken recognition of it. This budget request does disclose that 
in the cuts. 

I want to make a second point in connection with economists at the 
district office level. You will notice in our budget submission, on 
page 37, in our basic organizational chart, we do not provide an eco- 
nomic branch. That is a major national office component that is not 
in any sense to be duplicated in the district office. The economist, 
under that classification title, in the district office works as a part of 
the price operations branch. He is a part of the team of business 
analysts and economists. 

As you know, in Grand Rapids, and all district offices, the price 
operations branch is made up predominantly of business analyst peo- 


ple, with business background and experience. They are one of the 
parts of this balanced team. Another member is the economist in 
the district office. 


OFFICE OF MANAGEMENT 


Mr. Forv. Turning to “Office of management,” I do not know 
whether this is indicative of other offices, but this is what the staff 
found there: 


This branch provides office services, such as mail distribution, telephone 
switchboard and teletype operation, and requisitions supplies and services 
from the regional office. It maintains a central file of nonoperating cor- 
respondence and regulatory issuances, keeps certain administrative records as 
required by the regional office, and initiates personnel actions in conformance 
with civil-service rules and OPS policies, as instructed by the regional office. 

1. Budgeting: The Grand Rapids office does not participate in the prepara- 
tion of the budget; it merely operates within the quarterly allotments made 
by the regional office. Based upon estimates supplied by the regional office, 
budget expenditures for the Grand Rapids office are presently at the following 
annual rates, 


Then there is a chart showing: Salaries, $335,976; travel expenses, 


$19,462 ; telecommunications, $4,500; rent and utilities service, $13,456 ; 
postage, $560 ; expendable supplies, $6,130. That is a total of $380,084. 


REPORTING SYSTEM 
Then they go on to “Reporting.” 


2. Reporting: Illustrative of the waste of time and money resulting from the 
organizational segmentation in the district office is the submission of separate op- 
erating and statistical reports by the various branches of the district office to 
their regional counterparts. Separate reports are submitted by price operations, 
district counsel, information, and enforcement. Consolidation and condensation 





of the reports would save time in their preparation in the field and in their review 
at destination. The district director is bypassed in the submission of these re- 
ports. The reporting system is designed almost exclusively to keep the head- 
quarters informed, without serving the initial and fundamental purpose of keep- 
ing the local director advised of the operating problems so that he may contribute 
intelligently to a balanced local program. 

Mr. Vance. Mr. Montgomery, do you want to comment ? 

Mr. Montcomery. The conclusions about the district director ] 
fully agree with. 

Mr. Forp. You fully agree with them ? 

Mr. Monrcomery. Yes; with the conclusions about the place of the 
district director. 

The national office policy statements right from the beginning rec- 
ognized the importance and the place of the district director. 

I cannot, of course, say that the report is wrong; but I sit here 
amazed at a district director stating that he does not have control over 
his people, because that is his job. Maybe you can comment on that, 
Mr. Vance. 

Mr. Vance. It is an essential portion of his job. 

I would like to comment on the suggestion contained in this report. 
I think it was the recommendation of the district director, or someone, 
possibly one of your investigators, having to do with consolidation of 
reporting. The report is not consolidated purposely. It would not 
facilitate the handling of the report to consolidate it into one sum- 
mary, for the simple reason that the report contains, by and large, 
workload statistics, technical questions, and technical matter which is 
basic, to be passed on to someone who is technically responsible. 

As an example, in the Grand Rapids office they may very well have 
technical questions which are contained in that report, and workloads, 
having to do with scrap metal, as an example. I do not know the 
specific problem, but I know the types of problems they will have. In 
their report they will have questions raised. They will request inter- 
pretations. They will give statistics concerning scrap metal. 

Now, the report is segregated, for the purpose of passing that as 
promptly as possible to an expert in the scrap metal field, so that he 
can render to the Grand Rapids people his advice and judgment. 

On the other hand, to consolidate that into summary form would 
not facilitate the handling of it in the national office, nor would it 
facilitate giving an answer to your man in the Grand Rapids office. 
What we would have to do here is to take the consolidated report and 
break it down and ultimately route it to the scrap-metal man. It 
would then come back, be consolidated, and then submitted to the 
Grand Rapids office. 

As an administrative convenience {it is broken down now into seg- 
ments corresponding to the main commodity groupings of our opera- 
tion. Our total operation is broken down, as you know, into 8 major 
commodity areas involving a little over 100 industry groupings in 
each one. 

NUMBER OF TELEPHONES 


Mr. Forp. Here is one thing which is not a major point, but which 
I think is indicative of maybe the way the operations are handled 
throughout the country. The heading is “’Telephones.’ 

An illustration of the manner in which money is wasted in the Grand Rapids 


OPS office is that involving the installation of 42 telephones in the recently 
acquired space. 
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Approximately 27 of the employees are situated in one large room with 33 
desks. There are a total of 27 telephones in this room, one for the desk of 
each person. This includes approximately 10 stenographers who sit at desks 
immediately in front of the professional men to whom they are assigned. Yet 
each stenographer has a telephone. There is absolutely no reason for this 
arrangement as the stenographer, simply by turning around could use the phone 
on the boss’ desk. In addition, there is no reason for a stenographer to have a 
phone, since she has no occasion to be summoned to other sections of the building 
or tranact official business telephonically. 

One of the professional people questioned by the staff said he has no official 
use for the telephone on his desk and uses it only to cull his wife or to receive 
a eall from her. 

Mr. Vance. If the situation is as represented, Congressman, I do 
not see an answer to it, except this: This is a pledge on my part, that 
if the situation exists it is going to be corrected. I assure you it will 
be looked into immediately. 


ATTORNEY’S STAFF 


Mr. Forp. Here is one more point, and then I will conclude with the 
Mr. F 

Grand Rapids situation. We have the local United States district 
attorney in Grand Rapids, who is a very competent and most capable 
man. In fact, he was just elected president of the United States 
district attorneys’ organization here last week. 

Under your budget you have an arrangement whereby you are sup- 
posed to assign to the United States district attorney's office an at- 
torney to work with him and his staff. Now, there has been quite a 
pushing and pulling going on between the Department of Justice 
and I believe your office as to whether or not this program which you 
have is desirable and has worked. I can only testify to what I know 
about it. It is probably best expressed by the comments in this staff 
report. I will just quote part of it. 

In addition to the four general attorneys now employed in the Enforcement 
Section, the staffing pattern authorizes the employment of a trial attorney. 
Under a national working agreement between OPS and the Department of 
Justice, the OPS is to provide a trial attorney in each of its district offices 
to be designated as a special assistant United States attorney and to assist in 
the development and trial of OPS court cases. Although the United States 
attorney at Grand Rapids has repeatedly refused to approve such an appoint- 
ment on the grounds that the workload does not justify it, this vacancy is still 
carried in the staffing pattern, The lack of any cases requiring trials and the 
fact that only a few injunctions have been issued indicates there is no need 
for this position in Grand Rapids. The staff's investigation reveals that the 
only reason this position has not been filled is because of the active opposition 
of the United States attorney. 

Do you have any comment ? 

Mr. Vance. As you are well aware, Congressman, the basic legisla- 
tion gives the supervision of litigation to the Department of Justice. 
The arrangement in all of our district offices for the appointment of 
this particular individual is probably with the concurrence of or at 
the suggestion of the Department of Justice. When we fill one of 
these jobs in a district office, that man is a full-time employee within 
the district office on various matters within enforcement operations. 

However, the primary objective and the primary responsibility for 
which he is employed is to participate in matters of litigation under 
the supervision of the Department of Justice attorney. At any time 
that there is a case to go to the courts, that is his job. 
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In many of our district offices it is more than a full-time operation. 
The court cases, however, are his prime objective, and he devotes all 
his time to that. If he is not gainfully and fully employed, if we 
do not have pending litigation at that time, he is utilized in other 
enforcement matters, working on the backlog of pending cases in 
enforcement. 

Mr. Forp. But, according to the situation in this instance, in the 
Grand Rapids office, there were already too many enforcement attor- 
i there, and still OPS from the top, I imagine from the regional 
office, was trying to put on the staff of the United States attorney a 
man who he said was not needed under any circumstances. 

Mr. Vance. As I understand this, Congressman, it once again goes 
back to this reported staffing pattern idea which I referred to earlier. 
That pattern was not mandatory, certainly, on the district office. 
Incidentally, those nominations all come to the national office for 
approval, and they go to the Department of Justice too. Obviously 
that job has not been filled and will not be filled until that workload 
comes into being in the Grand Rapids district office. 

Mr. Wurrren. Let the record ioe at this point that, in view of the 
time element, that we are submitting excerpts from these studies which 
have been mentioned to OPS and that we expect them to submit their 
comments thereon. In view of our having to file our own report very 
soon it may be necessary to file them with the committee. 

(The information was supplied the committee.) 

Mr. Wurrren. If there are no more questions, then we will stand 
adjourned, and we thank you gentlemen for appearing. 
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